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Chapter I, 


IlTOODUCTION 


My" subject is the telatibnship between , tlie State and Industry .in 
Britain, witli pafticular . reference to die organi^tion of' relation! 
between tlie State and private enterprise. I do not propose to attempi 
to deal with finance or commerce except incidentally. I do not prO' 
pose to attempt to examine, the corresponding^ relationships existinj 
in other countries, though (particularly, in theXj.S.S.R. and the U.SA. 
they offer -a 'fascinating field of comparative "inquiry, .In a,mo& 
uncertain world Lfeel reasonably 'certain; that in Britain, running tru< 
to. .form, .nve; ^all". evolve,.. our own particula^r middle-of-the-waj 
isolutiotL , Itmay uot be very logical. Indeedi we should perhaps b« 
suspicious if It were. Our test, as usual, will be the practical one; 
will it vroric? ‘:My attention will be confined tO; that aspect. . , 

■ i^he problemi . even in this closely restricted form, is,, however 
•probably one of the most important and' most difficult facing us- as - 1 
nation to-^y. ; Apart even from politics,, :^e c^hnbt simply ;retun 
.tq,-,,|,939, as .we triedi so disastrously, 'twenty-five^ years ago,‘ tq returi 
'.to 1914. Ihe.spBere of Jtiie State ,muA ineyitoW^^^ greatly incfeased 
id'f, at least "two 'main, reasons. The first is the practical one ihat. ii 
the post-war period the problems of scarcity and, surplus; of. balanci 
;bf pa^eht'and'. exchangei facingfthe .’world, and "Britain in particulai 
are. too great to -be tackled bytcveft fhie largest unaided private enter 
prisci j The.second,:and ultimately the more impdrtantv is the ethica 
•o^ -that the qrdmary^ .demands a further phase of ecohpmii 
em^cipatipn: which he believes that he has .earned,' and that ’smenci 
, now makes possible. He agrees with bx-yicei^Pxesideht Heiiry •’^aiiaa 

Century of ffie Coniffion.'Man/’ 

. in some- ;;impoi:tant measure. aCTeast, :■ tlus^ cant only^' bi 



-P^bpie; depends •upon the.nffieieh<b'’.with’which;Brirish'industty.iface 
iM'fe bf ; tbeVprist%rjwprld.^t ^ 

'■“-itiatiye ■ and;>nterprise{ which' iridiyibkal 
,^^?l.^-^^v:^blbt'tb'.:,disp]ay,''i.That'mea.sure,, 'cann6t--b 

;sprpvlded,;at ;aiiy tmie,*; by-;-thb' Sta^ : alpne:^' .Tbi 

:^^^:.^;tlftgely;.abtei^ine|i|^rffiefcabetrs^^ 



TNrabDUCTION',- 

ever, during this penod we leave the b^ing ;maMy ,tp the State,’--^ 
shall face short comihons/', Otgan^ation iis importehi^;';^^ 
human activity persoimel will always he mpfe imp6rt|nt tHa:h orgalfe 
tion. The right persons foUqWing the rii^t.policy^wiU' im^^ 
suitable organization. Chganization alone, will produce hothihg -bW 
decay. • ■ ' ' ^ 

It is recognized therefore that our main n^d' ihi lhe.-e^ 
sphere is enterprise ; and thatrit isa problem for practical considera^^ 
tion to discover by what combination.of Public and Priyate'Entei^nse ,; 
we can secure the greatest common good. s;. 

Pronouncements are being currently made ph lhis.;subject:by{,]^gh:; 
authorities, ranging from Trade Associations of indiridual industries 
up to bodies hke the Federation of British Industries :i from, iih^e;^ 
Trade Unions up to the Trade Union Confess; frprh -pqtstandmg;: 
single industrialists up to great combinations oP industrialists 'h^e./ 
“the 120” who put forward the “Industry P.eport” referf^'fp ih.i 
Chapter VI; from novelists up to members of - the. Cabinet ' 

It must, therefore, be with considerable trepidation that an drdinai^^ 
industrial executive should venture to state merely :his dwii personal ^ 
view. : 

My only justification for any contribution must he,hPt:in;aiiy.'clairn^^^^^ 
to outstanding ability; but simply in this;, 

(1) that I happen to have had a ppmbinatioh of act^ experiendfeX 
both of the working of the Civil Service and of Tndust^ ;;y 

(2) that, so far as this is possible,.! beheye.iny;^lf,t6 Seiire^^^^ 
ably free from bias on the issues raised, of at any rate 

tied to any particular view than the different interests wEich,^^^^^ 
approach this subject ; and 

(3) that the sin^e writer dobs riot have continuaffy to'bpmprdjm 
to secure the agreement of coMeagues ; , and mi^j-enablesra • ^i^^ 

' view'at least to be freely^ stated.' 

Whether the resulting' views carry conviction . or npumu£| ybeyfpf fc 
the reader to judge. They are put forward withpiityahyybacj^ 
authority and must stand; or faff On their merits:. or idemeriti*^ 

.1 should like to stop there, .having tlie Briton’s mpimal:di|testeTor^i 
autobiography. However, whilst one can, enjoy a nbyel/iyimout^^ 
regard.' to the personality of . the novehst,ra ,rea0ryof opinion 
seem ^entitled -to have . some idea of 'the back^oundyand; 'bxperien^ 

. of Ihc ,yriter.= / That must at ahy rate be so,:if:th^e,t^gs dfe^^^^^^ 

, as justificationTor the.dxpression/of^eywpws m'puestiomi'A 
: ..as .possibie, therefore, i must, ■^etch;put:that(back^qund. ' 


introduction 

Between the two wars I have been engaged continuously as an 
executive in industty, with experience of ^all companies as weU as . 
large, and overseas as well as home. During that period 1 have ha 
to cover a fairly wide range of functions. I have been fortunate, too, 
in that my experience has not been confined to companies in one 
industry in particular as an original participant in the Management 
Research Groups movement in this country, I have been able to get 
a bird’s eye view of a range of industries; and v/ith particular 
reference to the organization of industry and broad problems of 
industrial economics. I claim no special expert knowledge ; but, 
simply, that with some training in ordered thinking, I have been able 
to watch the industrial machine working from the inside. 

This, however, is only one side of the penny. The other, without 
which I should venture no written view, is that in two wars I have 
seen the eorresponding inside working of the machinery of govern- 
ment and have therefore been in a position to draw deductions and 
make comparisons in a way probably not usually open to students 
of this subject. 

The permanent civU servant, by virtue of his position, is precluded 
from taking part in public controversy. The industrialist only rarely 
has experience of the inner working of the machinery of government. 
As I am now free to write and have had the double experience, I ieel 
some sense of obligation. As to my civil service experience, after 
being discharged in the last war, I became an original member of ■ 
the staff of the Ministry of Reconstruction ; which was a small 
“thinking” Department with no executive duties. There I was 
Secretary of three Government Committees and assistant Secretary 
of a fourth. When Lord Addison (then Dr. Addison), the Minister of 
Reconstruction, became Minister of Health, I was transferred to that 
Department to work on post-war Housing. It was a big Department 
of a very different type, being the old Local Government Board under 
a new name. In this war I have been for nearly five years a director 
of the Ministry of Food. Not only so but my duties have been almost 
wholly concerned with problems of industry under government con- 
trol ; under circumstances which I will mention later. 

^ether or uot, therefore, my views carry conviction, at least I can 
claim to speak with inside information both of industry and of the 
machinery of government. , , 

^ ' ” Bias-is a more difficult matter! I suppose we jmay never be so - 
biassed as when we are confident that no bias cxistl >AgaiU, I can 
‘ only lay the facts before the reader and leave him to judge the results. 

, I began as % lawyer, and whatever the disadvantages of legal train- 
' * Sf' 
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ingi.at, least itidoes teacK the judicial measurement of facts, and, a's;l 
Vpuld submit, should tehd. to inculcate a profes^brial . standard ^ 
approach to problems of all kinds. Whilst, however, 1, began with 
that profession, my hobby (though it may appear, a strange one): has 
always been that of social economics. I can claim in; no sense do pe 
a professionar economist. I can claim, however, to have been for 
many years a student (and for some time a teacher) of economics, 
und in particular. Of- the economics of industry. Study of law, aiid 
economics should assist towards a balanced view of the functions of 
industry and the State: . . ■ ' - . ■ 

' ; To industrialists who may feel that I give too great a place tp;the 
State, and take too strong a view of the duty to the consiimeir, I would 
plead guilty to being “progressive” and “reformist ”■ in my views 
and no defender of either vested interests or vested prejudices^' I 
would, however, say that no one could be more conscious than T 
of the virtues of true private enterprise, and of the deadening effect of 
misapplied State control. I would also urge that I am one of tliem- 
selves, facing, as a director of companies responsible to shareholders, 
the same problems they are facing. .. = : U\ 

To my friends of the left-wing, I would say that I ani at one’'«'ith 
them in seeking to build upon our political democracy a real ecoiioihii 
, democracy, and that if I look askance at sweeping phrases likp ‘^ the 
riationali 2 ation of aU. the means of production, distribution; and 
exchange,” it is not because I differ in ideals but in methods^ ,,At 
least ! have some knov/ledge of what “nationalization” could, mean;; 
and they may care to listen to my views. 'In so far as I may pe'critMl, 
the fact that I share their aims may add some little wei^tVto ihy 
criticism. In case they call me a . defender of the capitalist . system, i 
can at least say that I am not and never have been'a capitalist! • ■ 
/ in short, I can say to them and any other readers that T;am (and 
make ho apology for being) that somewhat recent development,- ;;a 
professional industrial , executive ; and-T put my views from;' 
^'Standpoint.- 

; Finally, I must make it absolutely clear that the viejws .expres^ 
.{ are,, in fact, purely my; personal views, and should in: hd 'seiise ; be 
{ regarded as , representing those of any industry or any business ^ith 
/■{■^ichT-mjry happen to be coimected. ■; 

-{ is ; ! shp^d perhaps add; that this book has been written at such ,tim^ ^ 
'{{opimrtumty has.pffer^^ oyer the period 1941-45, and.mostipI itFefpre 
Ihe ofesentGovermrient took, office, and it should be read in thedightpf 


Part I. The Facts and the Alternatives 

^ Chapter II 

THE PROBLEM STATED 

Our problem is the proper relationship of the State to Industrj' in 
Britain *, involving, in turn, consideration of the functions which can 
best be performed by the State. Before, however, attempting to come 
directly to grips with this, may we consider how far any common 
measure of agreement can be reached as to the broad conditions which 
Industry should satisfy. May I suggest for this purpose the following 
propositions : 

(1) Any industry, whatever its nature or form, and whether 
pubhcly or privately owned, should be so owned, organized and 
operated as to serve the widest interests of the community as a 
whole ; and should be judged (and should be content to be judged) 
impartially in tlie light of that standard. 

- (2) To this end, it should be conducted at the highest practicable 
level of efficiency which current conditions make possible. 

<3) It 'should offer conditions for those of all grades engaged in 
it comparing not unfavourably v/ith those they might expect to 
enjoy under any other industrial system. 

‘ (4) It should offer to consumers an adequate freedom of choice 
of goods of good 'quality at reasonable prices (such prices being 
measured'in terms of the cost of production of a reasonably efficient 
ploducer). 

(5) It should achieve this without subsidy Or other equivalent 
assistance (except where overriding national interests call for this), 
and after paying a suitable return on capital, together with a reason- 
able reward for enterprise shown and risk borne. 

V (6) Talcing the industrial system as a whole, it should offer the 
fullest opportunity to ability ; together with a status, degree of 
personal security and freedom of choice of occupation necessary 
to die proper functioning of democracy. 

I venture to believe that some such propositions would be given 
road acceptance by good citizens of all kinds, classes and views. The 
ivergence will come when we seek to apply them in practice;'’ Even 
mbng citizens'' of goodwill and high aim, political preconceptions 



THE FACTS ■ ANp.THE; AUTJERJJATIVES 

will tend to enter in to. cloud the ’issuer andltb^intertere;^!^^^^^^ 
objective and scientific approach 
will, in particular, be two extreme 





THE NATIONALIZATION ” . SCHOOL 


'f 't'-r' 




One school of tliought tends, quite sincerely^ to; regard “ natipr^^ 
tion ” (stated always- in rather vague .and .;general’;tethis)i.asj|fie;^^^^ 
ultimate approach which will satisfy, the deSir^. ends/'.m^ 
almost every, direction. By this school, 'hatiohali^tiqhV^is^ 
taken for granted as the solution, and the only ‘p.rachdai|qu^fi^ 
those of the speed and method by which this, to.' the^ 
desirable and satisfactory end may be achieved. 
rounded by a certain “mystique” ; founded, m.turn^;dn\5'’« 
Marxist doctrines, or assumed doctrines,- with which the ^^tmijority; 
of those concerned are entirely unacquainted, which 
wouldn’t understand and would probably reject v/ith .spund^pommeh 
sense if they did. If this sounds severe, let it be undefj^t^Klialllt- 
is not directed against the case for nation3h‘^dbh;q^^^ 
industry on its merits, but against . the unsciehtific‘;,ahds my^^^ 
approach to very -practical and' vital Jssu^:; i.- 
The curious thiag is that these .same people, as in3ividuMsVa|>^^ 
to be just as healthily critical as, any other .typi^'.Britp& 
“stupid civil servant,” the “petty ofijcialdoni.^’t^dvth'd^^^^^^ 
cracy ” which is alleged to result from ,tKe;-tempor^;i;'de,^^’^^^^ 
nationalization enjoyed in war time, andhvhibh.wquld;;inevitably;:;b^^^^ 
come far more real and far more extensive under any ^lina;idll^^ 
of universal nationalization. Under w^ cdndiridfls ,we ;arem^^ 
controlled and regulated at almost eveiy point, .ahd^^rwM^ 
its inevitability at such a time, we donT likedt and'dqpk^^fqrwq^d^ 
its early disappearance. . I believe. ,diis is ,twejpf :'us|a 
almost irrespective of political view. Uuring'.&e, wab-vyed^ 
ward not merely to jbeedoni frdni dahgeri'ahd;ft6m ijiacfew 
freedom from what we vaguely caUed ->“'biifeaficia<yl” 
difficult. to believe, indefed, that the labourirahfejand 'file ha^ 
even the much reduced degree Pf bonrinned y^Vdirec^^^ 

Mu^ry of Labour 'offidals- which ‘has; cpnfihuefi)afreri;;c^atib^ 
hostilities. It is, difficult to beheve, that, the typical ihdejqeriden^^^ 
wprl^g man Would, "m fact,, welcbmbin .practice. the:de^i^[b]|&^ 



inationalizatiph:' This isvthe.'sbitvbf .State 'acdyi^;^ 



.well for otUers.'but not fofr purseiyesl^ ^ 

'liimii tity', 'Wiifli .the iigbts to i^eedbins.’ we* Have bitterly, 

War Wgaiiist TotaHtafianismV. ■•yeW'naiHonai^ =^a; ;;umvep^ 

|)anacea would seein.to lead lo^cally, and inevitably, tb;regmetttafion. 
By this’-I mean, in paiticuiar* the disappeamncd, \tmde 

uriioni^-and the. necessity ^dr the permanent direction of.labpur. ,I 
yenture to think that, on consideration, those, concerned niay- cohsidor 
tire price not worth while, and. will find themselves -not uns^pathetic 
to' some less sweeping- solution.' , ■ ■: ’ , ■' ^ 

.So much for the freedom aspect ■ As regards efladency, the ne^ 
for this would, of course, be fully accepted by the nationalization 
school;: and reference would reasonably be made ..to the, degree of 
inefficiency often , found in private industry, bolstered not seldom . fey 
pricnundefstandiags and by suppression of patents and- siich-like. (sill 
:df which' require attention and will’ be subsequently discusWd). ;- But 
it appears to be tbo readily assumed' that; given' tire, elimihattdi|.;’df 
private; profit, efficiency will autoihaticaUy follow from ‘‘ the disiri- 
terested use of existing knowledge,” by pure, laboratory .research;, fey 
bringing in the university- don who has lectured on the subject, and 
by wide-spread ro.und-table talks, rin central,- regional and, local, com- 
mittees-, '.These .views are held in perfect good' faith (and nnderstend-; 
ably.'sor.T have held .them myseip by peopld who have'fidevef-r^lly 
beeh 'in'.a -poririOT^ fiirst-h'and W^WS,- The hard-bitten-; tradd 

iiriioh; official whose business it, is to discuss with employers'hbwhn 
industry , canjbe' enabled to pay a higher, wage; -tends to .take .a^very 
diffty^nt \uew. ,He knows the practical, significance iof -that- indefinf 
able quality “management ability.” with the drive of personal achieye- 
. ihent behind it I appreciate very highly the; quality-pf disihteresfed^ 
. ness (found in so’ marked a degree iti' the Civil Seityicej'but “ ihteiested- 
mess'J’ is -more hkeiy to produce efficiency ! ;!Pure. scientific: discbyeiry 
;is'- ah: important factor, making material, process ,pbssible,;-„buttthe 
degree;of tyo^ess in .an industry depends- upbn ^the; effidehcyJrWith 
.Which, the .discovery is. applied' .ahd developed ih, pracrice:.; ' and the 
rarely, the- make-up. of thW ^^enterpriser.”: iCb^ 
^r^tyncliieve Mj^ing but minutes ; .the, real cohWbutiph:is'm 

.exports. ,- The mformatibn.at'. the disposal 'of; the univbrsity 

m pracricar.applicatioh)'tends tp.be out 

j'He' may^make n - W’eatWpntriburipfa bht^oidy%Wihiu4’‘fhe 
,.i^esWtyW?B®ridice;aHd cearihgfep feWa '‘‘'donW: ; ' vW;';; -ti-VW- W? 

puxe/resWi^i'aWi’-asrikWa 

. ‘hrits humhhrrelatibnsWfey'cohnnittees and^^^ 

;.;pf:eei^ih^gen^#cphceptipns^ 
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comes mainly,: thWJ'soiiiifibnSo^^ 

practical problems, cailing 'day by: day:'fand;y^rfby^ear|^ 
judgment intensely ' applied. ,; '-iRjrsb.-you;"miJS%ilis6^^^^ 
dividual vv'ho has tbb clarity M:mind>andtbe Jtoa|maim^^^ 
ability ■ together witli ' the ' (Opacity: foh^cdritinu^^ 
necessary to secure aiid to incr^sC efticiehc 5 y.y;?.jriijs.^^^^^^^ 
itself, one of tlie most difficult .things and can be dpneTargfily^ 



achieve efficiency, there must be opp,orttmi^;tp, esp%imeh|!:Mety|^^^^ 
try different solutions,- some. very-‘-'uhprffiodbr:f.„|bymafe.{^^^^ 
sometimes very costly ones:' -Behind ^tffis^&re/must-.4e:'% 
inducement to underthke the persistent /and . ^nding -y^p^riny^^ 
and a wUlmgness and. ability to face ffie .Ipsseysresulting^fr^^ 

In brief, efficiency comes from the almost , infinite x^lpacity'f^^ 
pains, coupled with the inducement, to exercisethis'tapaci^ifiit 
be hard to secure this wiffiout - a . prospect of : perspnal andifinai^^^^ 



•this (unpalatable ihough it may .be)'whldnevitabiy iresult/i^^ 
of efficiency and in sacrifice bf .the widest interests/pfdfe'cor^^ 

, Certain activities may be. appropriate.- Subjects/.,fof 
under appropriate conditions. . Natibnahzatiph isjamniyers^/j^nal^ 
might prove to be Dead t>* 

M.?., has said, “ those 



THE -y LAISSEZ EAntE /'ISCHOOI;:: 






-• • 1. • •-.• •« V.V'''Wr-', 

That. is one view.- The oUier extrerhe may b'elai^lled/^^^^^ 
laissez faire, school. I, shall be .tpid^that.thismbddngepemps^^^ 
true that only a very .smaU ,mmority,.pfcecPriomiSts:i3byy|hpldi|if^^^ 
views. But there are still. man 3 f bnriness;;mehVahdypb^^ 



play of .economic forces. It>is ,trUe:that.'tIiey;yyill/a 
of. Factory .Acts, and simflar..;.la^g:.'dbvim'CdTx^i^^ 

: Thetf predecessors :.f oughtvfheir^ii’ercp ':rea’rgu&^^^ ■/ph'!tiiesb:dSshbs//a^^ 



lufther /eiicrdachmehl ■'bf;-.di5-;',State,/ti^ds/jhbwev^^^^ 
ythe ^me,way.;/;'.^s .ih'-me'case/pTlhe-'^/matidnai^ 
■itiie,;.subJect/1s:'agaiii\,smTbUnd^';',byya5cef;^^^ 



,f THE -.PROBLEM, STATED 

?Mch^Srei.’in-:fecli, - ec{jnonHc,'V^ moral. .. Their;,, blood quite 
|nbm|i><boiI^.’ at the 'suggestion’ o|;any)te'ther.,“ m^ ” ,by 

Ew^tlle^n^/fidd^of “free enterprise.?’ The§e views. in turn, are 
pimded-. on'; certain .doctrines, or,- .assumed- doctrines, of;, the great 
l^npteiks of the 19th cefituryr with which, again, the majority are 
TObalily quite ^unacquainted, and many of which they would reject 
'.' they were; faced with them. Here again, also, there is the same 
lifious cleayagehetween doctrine and practice. These same exponents 
of ithe.’ri^tness of .unrestricted competition as a solution of our 
problems. sOrnetimes find no difficulty in ardent support of State 
inidifefehce which takes the form of tariffs, quotas and subsidies. 
Ihey;. apparently see nothing wrong in price understandings which 
deprive ;ffie consumer of the virtues of free competition, and indeed 
frequentlydooki tq the possibility of, direct or indirect State support of 
Suthihndersmndings. thrpu^ the 'medium of Trade Associations or 
bffiefwise/. }ih' practice th^ might not hesitate to purchase a patent 
wjth 'a.yiew to -withdrawing its' advantages from the consumer. Here, 
agi^.'idet me.make it quite clear that I am not suggesting that these 
•^ierwiare,' the. representative views of modem industry. My own 
experience , is, that the..really outstanding industrialists are every bit 
asf proj^essive and open minded and conscious of their duty to tlie 
cpinniunity.,^as any Other class; and far more so than the trade or 
ppliti^Ibodies which claim, to represent them; , The laissez faire views 
arcmo;' doubt: the views .of a minority. It is, however, a very vocal 
mteontyi .;and. as political conflict must be reduced to simple issues, 
the citimn often appears-to be offered a choice only between the two 
hltematives of '(H a State which in lime will fill tire whole sky of oiir 
Iwes .ahd'reduce. our. individual citizenship to a protected serfdoni; 
’^j|u(2X;a .S^ leaves, our lives to be dominated by private 
Of , registers and' supports the agreements of the- 
^^cat yested .interests. - , , . ■ , , „ , y . - 

-f ■> MIDDLE ’.-syAy , 

^"^fenturp^to believe that neither alternative would, be consistent 
-We demo,cracy . or ,,our. true economic interests'. T believe 
X^^IX.!'^:^W;majority,. desire to' fihd soihe middle course .which will 
[9Qmbi0-^t^hffity,'^ecpnomiCrprogres^^^ ;and. protection "from (exploitd- 

praciicable'-ineasure, of. personal .choice - and 
:.perfomi .freedom; : I believe tliat, by.taldhg thought;. .arjd>; above, all,’ 
'•3?XCW^fc;,0Brsely^^;;fromvthe\^ 'prejtidices'' Which- are ’So* much 

■ifiOreiboweffnV'lbnTi . 



sriTpne/accOpt' ifihes'ejwedly^the.yview -’that Swe' must -'make; the'; 

"m.: 


' ; jK>Mba'j ;Md:-ccbi3'omic%bhsfe(iuVnc|s>wJMpK 
of 'codfs&/‘ tliat'';&e ^‘‘;cb]^moa^inatt^'ti#:,und6?stdM'''^ 



'contribution in 
contribution i 




. S| 





our jirogress has /lagged 'fair belund3cl^ei:/even/b^^^ 
has beeii made oyer the pasbh«hdt^<y^rs;and-j)art^ 
period since. 1918.. 'We. have- 'developed;; Eood^a^^^ 

• other,. legislation, to protect the.cdnsurQeri -;We.;hay^ 

Code safeguarding ■ :Wor1dng ' conditibii^. /pad jculari^;;/5bi^ 

‘ Try_ t ■*_.«.< ..i ‘^L-- t-j' 



L'noriBai''v^kji^h<mr|/;,._^^,^^ 

■posals now-made for' ■con'sultatipii't^ith:';empldy%|^B||^^^ 
' Gouncils or' Production . G6mmittees''and iipr '/^y 
' sharedn the prosperity of the ‘enierprise;h aye ;l^n’?^ 

, with; forr^'ard looking mdustrialisfs ':idf.'at;.an^mtn^^^ 

■ 'haye, at long, last ^curcd general n^eement/lbat^ferge/l^^ 
/ployment should 'md.caad?e’cohqu;^di'dij^^'/sy;;|l/i^^S^^ 

■ -Po; achieve our ;end, therefdrb;r/J^e/neeH>','pQt;^ctat|^plnm^^^^ 
f great and suddeh bfeak' ^Witli^^ei'pa^ttJ.^b^^^ 


. put, primarnyfior. aue;;ucjicu^wv„i^^^ 

.;^hi^.a3|id dnly^Pp^'pnvatetiyfitymSj^'ds;® 
o:cdmimim{y^;mterbsfe 

.■;<r./-'Ji^gamjythered npthih|"r^y;iifew:-i&ddnfepddn^&/^ 
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"PROBCEkV^TATED '■ 

particular for raising its material, kaniiard of 
if&; Tiipy wiiuld'claim that exanlination of the, facts (and comparison 
)f ccin^tions'.* in' different cou^^ world) would bear out tiiis 

riei^^THeyiwbuld' admit the deficiencies and evils which have grown 
iut pi the did , system of laissez fairehvA would, claim that these have 
jeenjeuccessfully. and indreasingly dealt with by successive measures 
itiSfonh, and. that the really practical issues are the further measures 
jfleldrm now necessary and possible; • 

Ijlidhew- fa^or- is the insistence, and the rightful insistence, that this 
ipiiceptipn of industry as being conducted primarily for the benefit of 
hdVepmmunity must be much more definitely and with increasing 
apidkyirealized in practice. We are no longer prepared to wait for, 
Ibhievefnent in the long run. As Lord iteynes, I believe, has said, “ in 
tiiPdpng’nui we shaU all be dead! ” What is now asked , is that this 
pnhciplp'he established as part of the immediate post-war recdnstruc- 
tic)nj 3 >!We';muk accept not only fuller, equality of opportunity but a 
^dater .leveiiing up of material rewards. We must see industry not as 
an';end;bui'as means to an end, namely, the good life for all’ citizens 
^hd^esefve it. ' Though there must always be in any system tliose who 
giyd.^uwtidns and those, who receive them, we must be satisfied that 
Siiffipfiiy '''is, based upon capacity and is exercised always with full 
regliddp’ the respect diie to human personality. 

; ■■{So fm-.thbre would be a very considerable measure of agreement. It 
i|j';T|cpghizPd that in a democracy the interests of the community are 
Kpfesratep^y the State. It follows that it is the responsibility of the 
Sta|eTp’s&,:tha‘t the good life is secured for deserving citizens. The 
practi^ffsriie is how far the ends in question will be best secured by 
toe^ State faking the place of private enterprise and how far by the 
hamming and over-sight of the activities of private enterprise. 

,'It;:;ri6!donbt, is the case that>ia certain countries which are back- 
development the driving force of enterprise can only be 
byithe State, and this being so, the disadvantages of such 
%f?.ommust. be accepted as the necessary price. If may weE, be that 
^?l?(P:;^® .,bif^fions in this covmtry in which a maximum of human . 

best secured by further development (possibly large : 
actibn in W'hatever may be found to be the most 
appropmtejand'effecti've form. ■/■.r -, ■., - ' 

in any community which has reached 
oig;o^sfeg6;of;devdopmenti it;iswital-to^further progress that wq , 

the qualities' of initiative, associated with 
If. howev^ this -is accepted, it . niust be .equaEy 
miistlay ; dowb the mintou^ Conditions .wliicii . 




jyjca'ri^-ieiifepriseVi'jn'-the^fmfei’:^#^^^^ 

; ; '^inploySs, -^and) ol ‘.'tli^ la'rgi -p^ of PW eppndinic 

: 1 - activit^i; must ;COJitinufe do |ace , What .has i^. factrh'pu; oitf 5 cen&I 
?^probleM: m- this, sphef 6. for, long, nampiyj hp^i’ 

■ 'of ail the'.4dvahtages'.pl im pfpgress aud flejdbiiity^which.spring > 
'frpm- private enteiprise, with 'the; bverridmg n^ces^ty>that such ehtPW= 

'. prise -shall, phlW he permitted;;so Jar, as; k does 'm' fact sec&ekhe... 

; well-being of the community as a Whole.. • . .1 

\ >, There: should not be -any question of the subordination of the: well- - 
;~being of .the.comniunity .toivested interests. Vested kiterestss as:’ 
must .not be .allowed to stand in thWway Tor a ,monient ;of true humaii v 
weii-being. ;, rVested interests ..‘should riot, however* be regarded {as V; 
synonymous, with “ successful enterprise,” ■ Moreover* > we.. mu^t-^bW!^^ 
clear as to how human well-being can, in fact, best be served. ,If,bS;i 
-beiievei private enterprise has'stiU a major contribution to make to the 
• raising qi the stanriard oiirie ot the common Than, tbrnwc have tb, : 

, 'di^oyef ..how .best to control thepngine of private enterpfise;sp .as ..tq.;; 
serve the widest, and truest needs of the community as a whole;, : 

..Oiif problem then is to'consider the sphere . of tlie State in reiatiori-tri', ' , 
industry 'With particular reference to the Drganizatiori{bf:theWelariqri-, |,; 
ship between the, State.and industries still to pperatemiider^cPriditibrid ;; 
of private enterprise. ,To do 'this we must look firk, af the ,mgchirie^;,f^ 
through which the State, riorraaiiy operates, .paniely, ;^at; of >|he^^iyil-!:^ 




Chapter III 

the aVIL SERVICE 

In Britain, the Government, as the executive organ ol the State, 
operates'through certain large Government Departments, at the head - 
of each of which is a Minister responsible to the Prime Minister and to 
Parliament. Each Department is staffed by Civil Servants normally 
recruited, at any rate as regards all the more responsible grades* by 
severe competitive examination, and promoted in grade only on 
evidence of marked abiUty. Normally their appointments are per- 
manent ; in the sense that, except for grave misconduct, they are likely 
to remain until pension age. It is these we usually have in mind when 
we speak of the permanent Civil Service. In fact, of course, they 
represent only a small proportion of the total servants of the State. 
This total, even before the war (including industrial workers and the 
Postal Service) amounted to over 400,000, and is very much higher 
now. When, however, we speak of the part played by the permanent 
Civil Service in Govenun^t administration, we have in mind only a 
relatively small proportion even of the permanent Civil Service, The 
class-with which we are mainly concerned is the Administrative class 
from whom most of the higher Civil Servants are drawn. This class 
(excluding the Diplomatic and Consular Service) numbers some 1,400, 
representing less than one-third of one per cent of State servants as a 
whole. 

In fact, however, we are really concerned only with the higher ranks 
of the Administrative class, and for our purpose we may limi t con- 
sideration to those of the rank of Assistant Secretary and upwards. 
Each Government Department has a Secretary as its permanent head, 
ulth one or more Under'tSecretaries or Deputy Secretaries, a small 
number (say, five or six) Principal Assistant Secretaries and, say, twice 
- as many Assistant Secretaries, the numbers varying, of course, accord- 
ing to the size and nature of the Department. Those of the rank of 
Assistant Secretary and above total some 500 ; and these 500 are the 
men whom we should have 'in mind when we seek to appraise the 
achievements and potentialities of the Qvil Servite. The majority of 
them are Honours University men, while the remainder can claim the 
■even, grater distinction of having reached the highest grade in spite' 
of thehandicap of having Originally entered^at a lower grade than their 
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fellows. Examination suggests that they repr^ent a fair cross-section 
of British middle-class life, with an appreciable minority of those 
starting in tiie elementary school. Readers who would Kke to pursue 
this aspect further should refer to a book by Mir. H. E. Dale, 
representing a very balanced and informed inside view.* 

Now the Minister in charge of a Department is alone responsible 
(with the Cabinet) to Parliament, not merely for broad policy' but for 
every executive act of his Department. Constitutionally the CivH 
Servant does not exist. In fact, however, it is obvious that no Minister, 
however able and eminent, could personally undertake tlie manage- 
ment of his Department, This is the more clear when it is 
remembered that it is quite exceptional for a Minister to he 
associated for any long period witli one Department The abler 
he is, the more likely is he (in normal times) to be moved 
and promoted. Day-to-day management of a Department largely 
^ rests, therefore, in practice in the hands of senior Civil Sen'ants, 
and an particular in those of the Secretary. Except in the 
case of peculiarly able and strong-minded Ministers, this (within 
certain broad limits of political principle) is also largely true of policy 
itself. The general reader may perhaps get the clearest picture if he 
thinks of tlie Minister as the Chairman of the Company, meeting the 
shareholders from time to time at Westminster, hut with the Secretary 
as the General Manager and his immediate Civil Service subordinates 
as the Departmental Heads. Ministers change, and Governments 
change, but the steady work of the Department must contiuue. The 
day-by-day executive afeiirs of the State are carried on by a skilled 
permanent Civil Service, watched over and co-ordinated by' the 
Treasury, not only as the spending Department but as the senior 
Government Department, Now let us consider how this works in 
practice. 

We are faced at present with a strange paradox. Never was there a 
greater demand for extended Government -action. Nevertheless, 
probably never was tltere greater criticism of Civil Servants. Yet Civil 
Servants are the essential instruments of Government control. Can we 
clarify this position? 

First let us look at the' nature of the criticism. At one extreme we 
have the suggestion that the British Civil Service is a product of British 
capitalism designed to serve the vital interests of capitalism, whatever 
superficial changes may be eifected. Thus, for e^mple, Mr. J. B. W. 
Mallalieu in a recent book,t in discussing the alleged failure to harness . 

T//e Higher Civil Ser\’ice of Great Britain, by H. E. Dak, C.B., pufeHshed by ^ 
the Oxford University Press, 1941. Price 10s. 

t Passed to Ydu, P/ease—Bdtafa’s Red Tape Machine at War, GoUanez, 1942, - " 
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THE CIVIL SERVICE 

the country’s resotirccR behind a carefully planned drive, attribu^tes the 
alleged deficiencies of tlie Civil Service to the fact that 

the only machinery of Government available has been framed or 
adapted to do just the opposite — ^that is to, allow a small group to 
do as they please with the country’s resources in their own 
interests.” 

The idea of Civil Servants as the docile instruments of a reactionary 
class is, of course, completely contraiy to the facts. No one having 
contact with our higher Civil Service can fail to be immensely 
impressed with its complete integrity. Only those who have had deal- 
ings with our Civil Service and that of certain other countries can fully 
realize the truth of this and its importance to the community. 

Moreover, this integrity is intellectual as well as moral. It must be 
recognized that in Government policy, national interests are sometimes^ 
subordinated to sectional interests (to labour interests sometimes, as 
well as to financial interests) ; but such decisions are made .by 
politicians and not by Civil Servants. Whatever the deficiencies of 
Civil Servants, they at least can be rehed upon to be objective and 
disinterested in their advice, and clear in their statements, to Ministers 
with whom final decisions lie. Mr. Mallalieu says tliat “ it is not easy 
to write of complicated things in language so simple that anyone can 
understand it,” and adds rightly, that experienced sub-editors on 
popular newspapers have to try it every day of their working lives. Jle 
therefore tecommends a course of popular sub-editing for Civil Ser- 
vants and Prime Ministers, including Mt, Churchill 1 Civil Servants will 
ho doubt be content to be classed with Mr. Churchill in this context ! 
i On the more general charge of bias, we are all biassed in some 
degree^ but my own experience is that higher Civil Servants make a 
greater and a more successful effort to overcome this than probably 
any other class. Officially, they have no politics. I agree with Mr. 
H, E. Dale that individually and privately their views tend to be Left 
Centre, whichls probably about the best place in the circumstances. 

- In his brief, attractive and ingenuous foreword, Mr. Mallalieu says 
- that in the past nine years he has acquired a “fairly complete set of 
false values.” If I seem to agree too enthusiastically with this view, 
it is because I feel very strongly the unfairness of continuous criticism 
of Civil Servants who by their very terms of appointment are precluded 
from defending themselves. 

At the other extreme we have certain business men who regard Civil 
" Servants as continually anxious to extend the sphere of “ bureaucracy.” 
^Lbrd Perry, for example, was reported as stating in the House of Lords 
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' the general troth, 6f:his:yiew ^-ap^<^tbthaVp^iti^ 

het. hs,;however,/loofeat' the -jnatter;ntote .. hroadlyj jvith; particular 

/{reference .to .those; five'hundrec! {wMo^'in'.faeti ..advise 'dht^e-fei^niad^^ 
//of; pqli^', ahd share [ih/itV/higher h'^iinsfralion^ 'lFhese'^mcn'/ha,Ve-'n^ 

.'OTil tihi jfliptir ^crrp*'o‘flTr- 


ihehts ’arisih^/huthf ;the:'Wafc /.i /sometimeS/wohder, 
'. whether -the public realizes the imcieh^ burden/dhthS/ta^k' wijicE^ 

' K/=i/ar» . ^ _t'£ -W'i t-.V i'i .1 . 



tuaii Liiat qi me iargesc ousmess,_Gompinanon ot any^iand .any\vn^^ 

.the w.prld; '• ■Theworh.^nioreovCr^ih'asdiad'-tovisspJanh 

■out’ iriJface .bf difficulties greater/ than’: tKdse„ever :faced ' hv:Peafed^^^ 


business. 




v/ : Take/'f dr/exhriiplej'/;the ;M .'Fpod. /i Every /'day /siippiie^' /of; 

■ eyeiY -kind .had/ to /be gyadable/hihuhdreds/pf thousands .of 
//'pfbpeivcphdition diu^h ri^t/pricer/jmd dishibuted^^^^ 
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,dictabie'.eitherf.m//numbef/'br/,#epgraphi(^l/sittiatibh),//i^^^^ 

.Vep/' cities/'hndc/admuu fbfficbs, T and/|‘4le 

/^hemkrids;pf, war/necessities.- /The burden/oTtffiS'Wor^/m^ 
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... In fact, the ability of, senior Civil Servants is certainly in ho, way 
iriferibr to that of high-ranking business and industrial executives;- but 
'rather the contrary. In my early experience I hadftKe bpporhmity bt 


-taking , jpart .‘in conferences whete-both senior Civil Servants and trade 
^directors .were, present- and 4v]iere at the: time-T did nbt 'lcnoW'Which; 
*ivaS , which; ...tmot only; coiild make no generalization as to their 
' respective abilities,, but in considerable measure,! could hot properly, 
place them m’their respective classes.’ If this -is -taken by soiiie' (as I 
■hope it wili be),as -a tribute.to' tlie ability of the Ovil Servants, . by . the 
..sahie token it should.surely be a , tribute to the disinterestedness b! the 
•.tiiad'e' directors !>'; 

.y''Not;i,s it .;3ust' abihty t&^^ work of a 'Civil Servant!; *!,.do not 
.\suggest that the!Ciyil Servant can-deal-as well, with- industrial prbbleins 
dsjdie .industrialist 1 :tniat is not so,, any: inorb lhah that thb^cbh'vcsrse'is 
d’true; ,yLis’ee. ho reason Whatever, howevetj to believe that'-hf die 'Giyil 
'iSen’^l had.heguh indndustiy, with the’ same capacities, hb would ,no| 
have been, equally successM - 1 would go fiirther and say Jtliat 
iyhh-:any.,raie .. ah . appreciable raihority;- of hi^eri Civil 'Servants - would 
';'succee(l'.in-Mdhstiy;evch. if' entry were delayed tintil rniddle life;'- ih the 
iylaSt,;^! had. the priyaege .of working for a.' timhnndbf Sir ilibbeift 
?' due of .;thb ablest Gyil , Servants ^ this 'bbuhtry has ever' had. 

’Of course;' Succeedm any walk bf -life at any lihieV '/A^ 
■;;;tb'the;.present,generhhon,;}I:may.hbt.-raehrioh';hahaes=|)ut::dW 
X infentsyb^Departments wili%dibate. thaf- outstanding men • are fehhalij 
■'V^^dybleyhow. -'lIU' briefyrtiiefe ji^mb'’lirbad':guh^'''b^ abilitj 

;;|bbtyrebh'!h3yenuneht ^ 

!hat;Gbyerhihentj'i)bpartments, as 'such,''cah 
:^^^hhetai;,be:expbirted'h>^'^u^ies 'successfi^y!h: tc 

;;^hS' to tM^ih^rfcblthhnia^^ ihktGfnMiwik Bepar^^ 
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. ifegalistic ; to;:proyid|>tli’i 

.el^ticityi -flexibility, initiative;^ and- the willingness to take;:riste,;mak< 
f-mistakes and lose money; which are called for in successfel industria 
enterprise:; I believe , this to be largely true. The reasons .for; ihis 
"howeyer, .-are fo’ te found not in comparative ability, nor in adapta^ 
bility, and ^ less in any class bias. 

t organization amp, PERSONNEL MANAGEMEFT," 


One. reason (in some measure, at any rate, capable of remedy) liei 
iii organization' and in personnel management. Up to a attain point 
of size, dr- degree of complexity, any organization can be manag^,b5' 
the personal decisions of its head. Beyond that point it must be 
departmentalized.. Beyond a still further point any organizatiohi:.td 
work smoothly,, quickliv and elfectivety, must be functionalized ; that 
is to ^y, it .must be divided into certain logical divisions of defined 
■ charadfef. callings for specialist knowledge. To illustrate this ‘in 
industry, it is practicable in a small factory (though perhaps even there 
not most desirable) to leave each foreman or shop h^d to hire his own 


labour., and to buy his own materials. Beyond a certain point of . size, 
however,' effective results will only be secured if one division is crated 
.t6.;handie all labour rnatters and another to make all purchases, the' 
..original departmental head^ being left to concentrate on production, 
or certain aspects of production. Secondly, and as a necessary cpmple; 
ment to this,., a large measure of .responsibility must be. delegated to 
., each .diyisional head, subject only to certahi final corordination at'the 
top, 'DLvisiort of labour is one of the main factors in^materialprogf^s. : 
Division of labbur beyond a certain point is only .possible '(dr Piiiy. 
yields "effective , results), with specialization and ' delegation - ^ 
r responsibility, ■ '•'■‘f: 


„ { .Now, ‘ even id peacetime, certain Government Departments^ have i 
tended.to, employ numbers, comparable with large business; enterprise,: 
,..but.mpf.tp the; outbreak of war,.the Ciyil Service (or the Trcakuy 
. Department, dealings \yith -organizatioh - and ■ pfersoimel) ; were-veiffieT 
unayyare of the developments, of scientific management,' and. of .orgaifi; - 
: zatidn in particular, -or were of the opinion tliat they did notapply, of' 
.ippuldVnot.'be applied; to Government Departments. I At any rate;i'sp ; 
{'jfaf^as.T anx aware,; fonctipnal prganizatipii had- hot: then keep.a'dohtt^J; 
ih%hy^; Ip^^l f and; .cmpprehensiye ■way,.' eithep, amongst Goyernmeht;- 
■^epajrtmhhth:as;a:h?h‘61e:pr;^|thin,\tfae s^arate Departo 
■';ih ihp.itevjpf^jth&Tecpinmendati^ ;'.pf ' ■(he .-Haldane' 

■j^misi^'ypf last, war, .which, fepoi^ inT-Pl^-.; 


out ms 1, tuc_^ 
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lar-sighted , t^onunendations which,, have' akeady -heeh* {quoted 
uiigfat jhave Beeo ^expected to give fifesh impetus to' the .study' aud- 
review of administmtive dfganuation. . Again >tfae ' t^ulfej were 
negligible. Even in . the reaiinameht period .from 1936 .to; 1939, 
iwhen the threat of war was insistent, there Wasmo overt sign that 
the Treasury or the Departments accepted the proposition’tMt tte,, 
orgahizatiptt of administrative machinery vvas a subject requiring 
expert and specialized study or that, any lessons -ifr &e. art;^^ 
’jnanagement,couM\beieariied;£r6m,indus^ and cbmmerceqimer 
•in this, .country or abroad; To, this generalimtionVthere'was 
apparently only one, belated, exception-r-;the War Office, where ja, 
'Directorate-General of Progress, and -Statistics was created- on^the , 
“eve of war; ^ 

' “Asa result of twenty years' neglect, the outbreak of war found : 
•,:,the Treasury insufficientlyicquipped to deal with the prpblemsi'pl 
^amVmistnitive organization wlhch'were forcedlupoii it,” I-; 



that: at Minister may notv in theory, delegate his responsibility at; ali^ 
A,gr®3t ;d^. that could 'be done in practice, however, is not.donel.f Jn 
part this is., because, ibe outstanding .imipprtance of personhBrmanngbr 
ment .has. nOt been; recognized, in geh,erali--;in. .iGovernirient: .seiSice/ 
Personnel matters are .dealt Avith by an Estabiishment.Dmsiqn'hi a' 
Ministry, and it has,:t 9 o,:often,.m the pastitehdcd to.be regard^.as.ithe 
■ ugly, duckling amongst divisions, and.the; abler .men’ hdve; been put, in 

/^arge .of: Other, : apparenay;mqre'mttractive, divisions/^; pi& situa^ 

;; .isrhqw;changing,: and with appointment of. ablei; men ahd;a ^proper 
; stwdy JiyL them of .iadpmciples , of fright selectipn^mprovement -yfffi 
Result,; .■ rvf-i 

ctlil T¥aT«?l4r»d 



;hauamgmc,hev^;;j6b}v.',IPelieye’me,reSsoMpe^^^ 
^/^f®)v^,9^®ldi;;,Fjrst,-'it;is;a-,^fegimd5agamstfmy;'deps^'re;frdtoi 



, ■ ■ ran FACTS', AKD tHE'^ALTERNAT^ 

Strict impartiaiity and 'integrify required from ^senipr.;, Civil iSemnis 
No man knows how long he will be dealing with' his present qoblnd] 
who will be sitting at Iiis table looking at his files iiext weeki- j'tiiie 
second is the theory .that Civil Servants are' ‘‘adtnhiistrators i’: 'anc 
that every job is “administration” and tliat, given a. certain level.di 
ability and a certain general training, any Civil Servant 6f;U giver 
• ^ade can “administer” any job! I am bound to ;say:'tiieyidd:'ii 
amazingly well in practice ; and so long as the work is that of impartil: 
administration of the law, the theory may well be sound. Even, how- 
ever, with the stabilizing presence of myself as the responsible' Tfadt 
Director dealing continuously over a period of years tvith one and the 
same division, I have found the sudden change of. superiors , and sub- 
ordinates sufiiciently disconcerting. If the Civil Servant were himseli 
the expert dealing with a particular industry, these changes and this 
absence of specialization would be fatal to the efficient perfomiance pi 
the work. V 

There is one other important aspect. Before the Four^eatf . Wai 
the position of a senior Civil Servant was an attractive one. ;; He 
enjoyed an enviable social status ; he had long- holidays ; he had short 
hours (even if it w^ere not true that, like the. fountains in Trafalgar 
Square, he played from ten to four) ; he had interesting and' hot top 
arduous work: and he finished with an attractive pension Together; 
probably, with some title. It was not difficult in those circumstances 
to attract a high level of ability. That ability in the.senior ranks is Still 
there, but it can scarcely be relied upon to continue unless, in partic’m 
lar, some very substantial increases are made in the remunefatipn'ol 
the higlier posts. Things, indeed, have changed: Social steffis is afat 
less important factor in society to-day Hours of Civil, Sefvante. have 
greatly lengthened, the pressure of work has intensified, and responSi-, 
bilities, as well as criticism, have increased. Above .all,' the senior 
Civil Servant has had to face the increase in cost: of Hying . foHowhg 
two wars, together, with the burden of taxation, with, no substantial 
improvement in his remuneration, while at the same time berngfawa^ 
that in business and industry remuneration has beeninften more, than, 
adjusted to meet this situation. It is a vital national mterestnthat this, 
should be remedied. Meantime we cannot rely on the same relative; 
.quality in the future;as in the past-.,. .T • .. -. T 
- Quite apart, therefore, from the final issue withjwhich -we.stffi have, 
io deal, it is submitted tha,t the Civil Service;woffid not be iiIcelyTbVb&^^^ 
fitted to undertake the. control bf- a particular industry;, ui4^S', yery> 
, . different' ideas were, introduced pn organization,;- delegation, 'appoint- 
. ’ mpnt: and remuneration . of senior: Civil. Seiyants:; . This,.intii.rii, WQuld . ■ 
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-inyolvo -a’ tnajor iChatige. of.jyiew'-in- the Tr'easur5'* Departtnent-. d^ipg 
.:with> such matters ; so major, .cirid^ed, that; 'it: w6uld/-be?:^timist 
(perhaps {highly .optiimstic)"to .anticipate, its possibility/ . fydee^^ 
^certain oMese matters, at least, the treasuiy might be ri^tin Tefosihg 
to change. -- ■- 

-;But even if we were ableto see, our way through these, difficultiesiof, 
organization and personnel in , relation to . a single industry or depa^- 
ment, we are left with a still more formidable problem.; . This is, that 
the; machine of Government as a whole is enormously large .and grov^- ' 
ing all the time. We can see that the branch manager, or the local' 
director, of a large joint-stock bank has not and cannot have, the 
same discretion as the head of a small private bank. Red tape, and 
the centralization of all important decisions in the hands of those,* who,; 
can, only know the facts and personalities at •second-hand^ are the 
largely inevitable consequences of an enlargement in size of the busi- 
ness unit. This is a reason why it is undesirable to make the business, 
unit any larger than technical conditions require; We have always* 
.’to balance the gains from large-scale operation against .the loss of .:a ’ 
widely diffused initiative. Good organization in tire individual busings 
' can mitigate this element of loss but. it can, h^dly get rid of- it alto- • 
gether. . Nationalization of a whole , industry ^presents a much more' ’;, 
difficult problem; Here, in addition, we have to organize the relation^ ’ , 
ship of many individual operating entities. Moreover, it is much ;more 
difficult for Government than for private business to solve these prbb- ’ 
jems . of organization for reasons , I have.stated and for further reasons :. 
I .api.about to .state. In particular. Government performs so niany " 
different , fiinctions and these have all. to be co-ordinated with. the . 
industry in question. .But this is not all.. What I have 'said relate's” 
to a single industry. If we are considering nationalization as a general 
; policy, .;we -have, in; turn, to, devise efficient . arid , smoothly .working { 
;;;organ^tioh to, secure, in addition, co.-ordination of each nationalized 
.Industry ; whh every /other nationalized industry, and. the whole; , of 
industry -and business still in private ownership. To devise 
suck a^, organization is, a .formidable task. To find-tlre supermeh-to,.- 
.work it .would. seeM to be. even, more formidable a. problem! '■{ r. 


•;.r--":,;;-^'.GpVERl^MEOT IS, ADMmiSTRAnON. OF,' JHE .LAW ; 

® av^al; and most important. aspect. of this.;. 

OT4M®T;::.,|t,4iithis;. If, ,eyer}^ihg possible, >yere- done 'to' improve ' 
.°?^lM;^-^*bn:ihd;pers6nneliV,the Government .Departmeht ;wquld ‘-s^^ 
vfe: body ;to manage -or contfol. the .general- ^h?bf. ; 


27 





• ' THE- PACTS 

inoustnes. - me reason for thi§' (io& -not lie ;in:.ab,iH%.but4nf 

A,> Government Department is merely an exieiisioii bf -tlie ipersbnalit^ 
of the Minister. The Minister is, responsible t<^ Parliameritforn^iSis- 
tering tlie law. Xhe b'usiness~of the Civil Servant is 't0n3miius|efKthe 
law: and a body appropriate to administer :tlie la% is not,- and canh^ 
be, a body appropriate to manage industry. Ibat is the:fundaiheht|l 
issue v/hlch is not sufficiently realized ; if, 'indeed,'it is realiz^'Af a| 
outside the Civil Service. 

There is red tape in Government Departthents: '--There%musi 
be. There is an absence of personal resi^dnsibility, ' There -rmuli 
be. Tliere is a slowness in making decisions. This is ihevitabib. ; ,Ifc"i£ 
not the slowness of die Courts of Law, but it partakes , of ilieVisa&c 
nature. The Civil Servant is a part of the orghn of gbvefnment. 
Government is administration of the Law -as made by Tarliament, 
Administration of the Law is something entirely different ffoiiiHhe 
running ol industry. "Belore the Taw, aH m^^n are equal, Bach, cast 
must be subjected to the test of principle, how ^er small the ins^nct 
or however unimportant the circumstance. Each question .must ';h£ 
reviewed in the light of precedent. Any decision may create a- jp|ef 
cedent witli far-reaching consequences. A particular pufcha.se bvewekj 
may crea.te an international incident A decision relating t'o^ 
individual Worker may precipitate a disastrous strike in anothef Jm- 
dustry. A particular concession to an mcJividual, j^tifi^ on!|it£ 
merits, may cause a Government to fall. Action can be t^tedvin'ItHt 
Courts.- Each decision, however smali, may have.'to,be'|u.s|ih^^^^ 
Parliament, either in answer to question or even in 'debat^.-y^-ve^- 
thing' is being done in the limelight, of Parlianient' andfTf^s.^v'Eyerj 
mistake is fair game to politician and journalist. ’ \%y ..wgs(thl^0ttcf 
or the milk, delivered late at No. 47? ■■ 

. Under such circumstances the successful indn'striai:ex^utiye’|umSe 
Civil Sen''ant .(if he remain) is almost obliged to display.. 
same characteristics, as the professiohaLCiyil Sp.^anp:;andl^of''epp^^^^ 
for the riime reasons. He-=must endeayourito Telatevi^chfqtf^^ 
previous precedent and i^ek to avoid‘;thfc’ c^'^tion .Of didiyupf^^enh 
or openings for party,' "or other, criticism.^ - -01, codfsA.yance^^ptipnal 
Minister may altqr this position for the thne i)cing-rbuphe,yyp^^^ 
to; be exceptional hot only in.nourage, . abffityynndi'.elbqupnfce^buj 
exceptional also in.jttie length of . time lie ,,hdldyffid: 

’'it-js sufiraendy;.xealiacd,what,pasring-ships;f^b?t:l^,ist^ff||h^ 
ney. Ministeri-pet -Depaftmen Tpef '-annuin/d^^ 

'Limoni referi-bd tO' them /-hs- v-'embariUssed- ’phgntbms ';Wlid;,'& 



THE CIVIL' SERVICE 
TREASURY INFLUENCE 

; ' ,\^ut :this is not all. Not only must every decision oe capauic ui.< 

: teing immediately justified by the Minister to Parliament (even though 
ywrs must elapse before time can show whether it was a wise one or 
not) ; every decision of any importance must be justified, usually in 
.advance, to the Treasury. The significance of this cannot be appre- 
ciated by those outside. The man in the street regards the Treasury, 
in relation to other Government Departments, as rather in the nature 
of the Auditor who once a 3 'ear looks over the accoimts, and in the 
meantime safeguards the petty cash. The more instructed realize that 
the Treasury’s proper function is much wider than this, and regard it 
as,, in effect, the Finance Director of the Department, over-seeing the 
general financial wisdom of the policy pursued. But its function is 
’ much wider than this : its influence is all-pervasive. 

. /Any decision with a financial aspect must have Treasury approval, 
usually in advance. Its decision, in turn, must be guided by certain 
clearly defined principles, founded on precedent and capable, in turn, 
of being justified to Parliament, not merely in debate and in answer to 
Parliamentary question, but by continuous meticulous examination 
by the Select Committee on National Expenditure and the Public 
Accounts Committee of Parliament itself. Accordingly, it is not sur- 
irfsing, in turn, that the Treasury official should play for safety. The 
rice of a liquorice allsort ” must be settled on the same principles 
s that of a battleship ! This is not a criticism of him as an individual ; 
e has almost no alternative but .strict orthodoxy and strict regard for , 
Tecedent; Moreover, it is only fair to the Treasury to recognize that 
he. system of Treasury control has been evolved to deal with Depart- 
lents. that spend, as distinct from those ffiat earn. , The Treasury’s 
lormal, approach must be to consider (c) whether the proposed expen- 
liture is. within the authority of the law, and (6) whether it (and the 
till. amount suggested) is essential. 'It is most important to under- 
tand .ffiis. It is in sharp distinction to the approach of industry, which 
s; ^whether , the mvestnient (however large and however risky) is 
easqhably likely to justify a return on the amount of -the expenditure 
i^cient to, cover the risk of its proving to-be mistaken. , The Treasury 
ife nbtmormally concerned witli the profit test They cannot afford 
b beipillori^ later for an expenditure which hds^proved to be unwise. 

is .only, fair to the Treasury, to recognize these things; I freely 
&o^^e that in their place I might well display the same character^ 
sties. Thai.doesn’t alter the fact that few industrial enterprises under - 
conditions could continue efficient, and still less cotfld increase. 
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tneir.-einciency tb tlie 'extent-' but jriationalijpbsitio;^ 

•iVeasury cbntrbl of 

Moreover, ’Treasuiy influence is not' 'jjkniied'lb: 
tfoi. As the premier Government' Dejrairtnfeni^ it 
■ for the selection of those to. fili''lhe''key po'sitibhs 
Naturally in its choice it-wih be ib&uehced:a;gboa>bebi-5^^^ 
to which the appointee is likely to prove; atnenabfe ;tb-:fl^^^ 
view. It is ahnost inevitable. Aerefprei^ that; 'ih the 
will go to the “safe” men;*, -The outstanding -^^exbepdbnsi.wililpf^^ 
the rule. This may well be the right policy; '>lt>nmy .y^efl be the p^ 

I should follow myself in the circumstaric^.-^ :At; any^te I f 
concerned to criticize but-merely-tb statbthe facfc;^' ■:i; fc'll;-. 

- The conclusions follow. To secure efficiency, •AeObntroIrbf indus^ 
must be dynamic and flexible. Direct; Gbyerhmentyebnttdhids;^^^ 
know it, tends inevitably to be static and crigid.' /;Decisiohs :m^^ 
be quick ; frequently instant. Government - decisions - can 
made after a certain routine of consultation ^nd- approval, ;wthm;the; 
Department and, often, among Departments. Decisioris must^^ 
by those with direct knowledge. The organization of. a -doveTnin^ 
Department is such that those with dir^t Imowjed^^^ 
attempt to state their views in \vritmg and "pass' '-‘f mb- 
tlmough the machine. Dieir personal presence’ Or vcbn^ltOdOT 
rare at the level where decisions'are made;, .^GhbiCejiiiu^:;;!^^ 
exercisable, so as to secure the'most appropriate materials ‘the.:yfofld^^ 
offers at the best price at the right rime. , •Go’vefnraentmusbhi^^^ 
to far-reaching political considerations, iparty ahd;inlemaripiiiai.y.!fosk|] 
must be taken, on a mere judgment;; wiffiout ]^bssibiIi|yroIpro,pf^ 
the. certainty of some proportion ' of mistakeStandlosk.-'^lGbybfhm 
Departments are not fitted to take such decisipnsrjiiTp^ess^dep^^ 
on departure from’ precedent. Government ciihgxtpprec^denfi;'^ 
evcrjf worth-while new development is.-; a\m^';ipf :'origi^^^^^ 
unusual ability, or great drivihig force, -who: bah , bfiy. s^ 
given his head and granted whatever ffib may . r,egard;aklhb}rtgh'binc^^^ 
tives of reward or of presdge;; dovernmeripbamot 'off^^ 
ment;' CSvil Servants can 'Administer hpd^,wiidih!^habfehbilify’i^^^^^^ 
integrity. , The operation of indust^i is awefyidifferehtmattep^^ 

?,.I have no. vdsh to .press' tlie arj^meht'fbpr|m.^t'*^®^f;?^^^ 
parficular, economic, activities .which ' can, mb ripubt'^^th Adyanibge w 
operated, by thb State;, i^efe, are 'ceitainfb^ersffi 
wifhTadvhhtogebe .takefiPveriby. 

have rsh,bwh;:fheMselyes'.,sp' uhfitted ipir: their h^pphsibiliti^^^^ 
'bwhershib.'"-musb.'bb,';biedjas'7'an^aItej^riye;,i^;T;hayb^mbjideb^ 
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t^lecUons to extensions of State actiyity.'I fully accept the State’s right 
to lay down its conditions. * I do submit, however, tlrit, for the large 
majority- of economic enterprises. State ownership ►Should only be 
tried when more promising alternatives havefafled, aiid that operation 
by Government DeptomehtS'should be avoided at all costs ; and this 
qaite irrespective of the capacities and motives of the individual Civil 
Servants concerned, .This is quite apart from the danger that* our 
Qvil Servants would, against thbir \riu; become onr masters, and that 
we should develop into another Totalitarianism 
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Chapter IV 

PUBLIC AUTHORITIES 


But it may be objected by my friends of the Left; mat m quesnoning 
the v/isdom and practicability of the operation of industry by. Govern- 
ment Departments I, am behind the times. I am. pushing at an ppcc 
■ door. A large mass of the population may still see tlie solution ’ to oui 
economic problems in widespread or universal “ nationalization ’hbiit, 
for the intelligentsia, in Mr. Bevan’s words, this no longer '‘rings'^ 
bell.” They do realize the objections to direct operation by Govern- 
ment Departments and now propose to achieve their previous -ends bj 
different methods. They realize the objections to syndicahsm hi tht 
form of control and operation of our industrj'' by the workers engage^ 
in it ; and to the government of an industry by an alliance of employerE 
and employed. They do realize that to join representatives of con^Sict: 
ing interests is not to produce an instrument for effective management 
but will more usually result in ineffective compromise at the;expense 
of tlie consumer. Tliey feel, however, that there are acceptable inter- 
mediate solutions. One is operation by Public Authorities. Thepthet 
(not excluding the first) is the more general formula of “ Planning.”..;.';, 
This chapter is concerned with the former. The characteristic'pf 
these Public Authorities is that, though they represent public as distinct 
from private enterprise, tliey are separate from, though sub6rd[inatp;fo 
tbe-State. ' ' ' ■ 7''' 


LOCAL AUTHORITIES 



The earlier, and well-known, form of public authority is, ofi.cdui^e, 
.the “Local Authority.” At one time socialist thought looked to. the 
developnient by them of their functions as a major part of a . complete 
programme of ultimate general socialization. Moreover, gr^t deyel^ 
opments have taken place which, on tlie whole,- have - ihe 

interests "of the community well. For many years hovs^ certain indus- 
trial enterprises have been conducted, and on the' whpie ypry . sitccessr 
7-fulIy, by local authorities. Transport, of course, was the dutstahdmg 
; instance' of .this, first, with tramvvays and later wth bus' seiyicesy-^^ 

,, a large' prpportiori of ga^ wateP and electricity'-seiWices.-ha^ 

' "provided in this way' Local authorities, indeed, to-day supply^lurge 

v'-v:. ‘ 



PUBLIC AOTHORITIES 

part of the country’s water, electricity, trams and troHey buses. , la 
certain exceptional cases local authorities have proVi3ed docks and 
harbours, savings banks and even telephones. It will be noted, how- 
ever, that practically all these activities represent services which, almost 
in the nature of the case, must be on a monopoly basis. Competition, 
with the advantages it offers, is not practicable ; and there is the 
strongest case, tlierefore, for handing them over to public authority. 
Leaving them to local authorities has two advantages over State action. 
In the first place, the fact that drey are run by locally elected bodies 
gives the opportunity for direct and informed democratic control do 
consumers. Secondly, in so far as circumstances call for this, the 
State is available as an independent supervising authority. As such, 
the State is acting within its normal function. Again, the fact that 
there are large numbers of these local authorities protudes a certain 
standard of comparison and a spirit of emulation amongst managers 
and technicians, providing one of the essential virtues associated with 
private enterprise. They make a most important contribution ; and, 
in the right Ndirections, that contribution may be increased ^possibly 
quite considerably. Their operation of local monopolies, however, 
clearly throws little light on our main problem, in particular of dealing 
with industries national in scope and competitive with the rest of the 
world. 


PUBLIC CORPORATIONS 

Nor is it these bodies which are in mind when the solution of 
“ Public Autliorities ” is put forward. What is in mind here is that 
it is possible to create a body which is representative of the public 
interests and is yet free from the criticisms which can rightly be levelled 
against “ bureaucratic ” control. The adoption of the device of the 
“ Public Corporation ” is now widely advocated not merely by the 
Left, but by a large body of middle-of-the-road opinion, conscious of 
the objections both to nationalization and to uncontrolled private 
enterprise, and exceedingly anxious to find some agreed middle course. 
At first si^t the Public Corporation seems a typical illogical, success- 
ful British compromise. Will it, however, provide our solutiofi ; or 
is it just anotlier “mystique” based 'on wishful thinking? Let < us 
look at it. 

In the first place, in this case we arc not confined to the realm of 
ideas. We ha,ve successful instances in actual operation, such as the 
Central Electricity Board, the London Passenger Transport Board, the 
Port of London Authority and the British Broadcasting Corporation. 
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They are characteristic British solutidns and riri 
regarded as having-so fair worked w^. "' 

However, they represent operations very differentfrbrn normal indus- 
try^ First, as in the case of the Local, Authorily enterprises ^:&ey;^e 
all more or less natural monopolies. In this, and in. other .rital iesp^S’ 
they dijJer from ordinary industry. For mstaiice, one of-thefireatest 
problems the ordinary manufacturer has to face; is, what to •produce, 
in nature, quality, and variety. The Electricity Board know^-they .have 
to, produce a sin^e standard product, electricity. «.;The’%qiid6n 
Fassenger Transport Board know they have to convey a certain; numbM 
of two-legged creatures at a reasonable price from and to certaidrplaces 
in the most efficient vehicles which competitive private enterprise' is 
able to put at their disposal. I do not minimize their difficulties. 
merely point out that this is a very different problem'^from; the con- 
tinuous development of a wide variety of products capable of satis^ing 
the consumer in nature, quality and price, probably in face of.forei^ 
competition. The B.B.C. is, of course, in a class by itself. ’.-It can never 
hope simultaneously to satisfy all its consumers! , It is/ however 
preferred to any other alternative. . , , ; ; / 

The point, however, -is that any : success achieved m their'.' spiral 
spheres is no necessary evidence of the suitabifity of a sinffiar . approach 
to ordinary manufacturing industries working for an export .marketi 
or subject to foreign competition, or at a stage of development ^when 
initiative, risk and rapid technical development are called for. '1. ‘ 

Quite apart, however, from the nature of the ehterprises 'coyeir^i at 
is doubtful whether sufficient time has- yet elapsed l:o-foim: any ;&ai 
conclusion. K we take the instance of the L.F.TB;^(as‘;clQsest>ta 
ordinary business enterprise) it is clear , that if a great, br^hi^tidh 
like the London bus service has been built (as it has) by outsffihdmg 
private initiative and enterprise, and if those whb ha.ve;buflri ffiis 
structure are left in continued control, ffie enterprise, is likely to’ cbn-- 
tinue to be successful so long as this personal control remhms:>Kd^d^^ 
mere momentum will secure this end -for a certain time afterwards.' 
So far as qualit}' of management is concerned,.ffie real .test -yrili'pmjy 
come when the existing top-line business'or industrial executiyeS-haye, 
to be replaced. The question will then be by what type ;of ;inen 
,^yill be replaced ; ,and, what will be the/standards of ,aB,ili^, set .by ^e, 
pppomting bo.dies. There clearly, is a strong possibifity^llAt in jiwmse, 
of time they will tend to be replaced by those whose .ahili^'^ffieAm sa^ 
admiriistmtipn- rather thaniin enterprise;-^.;''.<"^' 

- ; But .ia any case pih .central dQemma- stiff remams.:' >To wh^^ 

' management of -any. Public . Corporation to be Mtimately respdnrible? , 



PPBUC- AUrapiUJiJiS 

[f .is Tespo^slbleto Ihe' shaieh'oldef s. Ae sKarehoWers 

. tMexpected 'to'peridm any function if they .have 

sonie diie intef^t initicce5S pr,fanute^^ -K in the last analysis they are . 
sffecdve ordinary' shareholders, tlien any ;PuWic Corpdration is only 
io, intname/ 'and W fact^is - simply -a private, enterprise admimstered 
arider . whatever . special controls are called for by the circumstances, 
[f.lon t.he'dther hand, the shareholders are limited to a low maximum 
cliyidehd. with no. guarantee that even this will be met, then,' whatever 
may happen j^or a' time, mo fur capital can reasonably be expected 

tp' be provided by private investors on these terms ; and in the. absence 
of j Government investraent, the only probable result is a' gradual 
decreasing efficiency and ultimate insolvency. If,, however, faced with 
lhis ;situation, the State guarantees the dividend, or hself holds the 
shares,’ then the Pubiic.Corporation becomes a Goydrnment enterprise ; 
andVsOme degree of Parliamentary control becomes necessary, with 
ilways thh; possibility, sooner or later, of at any rate many of the 
cOnse^ubttces applicable to administration by Government Department. 

. This is not to say that a Public Corporation may not be the best way; 
to attempt ;;tp deal yrith a particular industry w'hich it is . decided to 
nationalize., vThe interposition of a Board with a considerable measure 
oLfreedom and less direct Treasury control would present -in spine 
deg]re6;''thpsetedvam^ .. ... \ 


.•Xi);a>bet^^^ than the. Civil Service. Commission to 

.j'sei^y direct brs fitted by training and natural ability to pfpyide the 
' <^.bsshhtial: quality bf enterprise ; ■ , . . , , ; . , 

the :greater probability of being able; to pfer, adequate fe- 
y^rmuneratipn to secure the lift men;.; : , 

;r;(3);,prbmbtipn in/t^ experience and functional sidll, and 

'the, avoidance pf -those sudden disconcerting transfers usual in the 
!/.;^iyil-Seryice;;;i ■' 

41 ^) 0 ). thepossMity of a.j^eater degree of dele^tion of real respon-, 
r'^hihly . than .is possible, in a Gpvermnem . 

V!;.::(5)jsbme;,gre^^^ ppppituTfity; to take risks,, make, mistakes and 
r ’ il^^^^'^j^^^ptions than is possible under .direct Parhanien’tary ■ control. 

thhBoard.is ah ^‘-inteiporitioh.” 
- test with; Parliament operating throng some 

G^fermneht Department - the extent :that this iS, in fact; ' 

pnipti.ce, ;the- more- fundamental ;difiicu^^^^^ in 'the - 

!?l^fK;Mi'9^#®^Fevious.cha^^^ woui'd still remain;'. ..Undoubtedly 

is aybettertinstrmentifpr thchnahag^^^ tiTh? 
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natipnalized industry thanjojperatipii directly .by}a Gdyemmeiilipeipart-; 
inent But only experience will- show- tite- extent td,%tiicli;^tEii’ method 
can operate in practice so as to permit real enterpri^,;in.induste 
will return ;to this subject later. 



y . Chapter V % 

FLAMMING 

l{^AiD tKere were two present-day alternatives to nationalization. The 
second is that -of “Flaming." It, too. is put fofward as almost a 
uhiyetsal panacea by quite a wide range of opinion from left to centre. 
IL too, has a v^ery decided “ mystique.” But what exactly is meant?. 
Is it just another attempt to avoid the pain of reasoned thought? 

^The word commends itseE It suggests knowledge, capacity and 
ptirpose. Planning is obviously desirable. We none of us desire to 
'live in chads.' Civilization itself suggests the planned, the ordered, life. 
But what are we going to pian ; to what degree are we to plan ; what 
is iiKdly to he the effect on. the plamees (that is to say, npon yon and 
me) pand who are to be the planners? 

- A' great deal of our lEe is planned already, even in peacetime. In 
war,;the'fleld of free choice is liraited indeed. Most of at any rate this 
peacetime planning- was a good thing. There is little doubt that it 
■'can be. extended With advantage.- Even the most ardent individualist 
^accepts,. the. advantage of the rule of the road!. Isn’t it a question of 
: sphere and of degree? All the greatmass of social legislation, dealing 

■ with' such’ matters as minirriium conditions of employmenti and mini- 
mum Conditions of quality, represent planning by the community 

through the instalment of the. State, even though this planning may 
me. largely negative in character. We want to extend and to refine 
S;- tlm^kind of planning. . Many things essential to our economic well- 

■ .beihfe. are clearly beyond the power of any private enterprise. The 
; Stale must clearly deal with such . matters as currencies, with , tariffs, 
twith latge problems of uiibalance of national indebtedness. The State 
bmpWiaccepts the responsibility for maintaining a certain volume of 
^"^ empioymeht; -Borne' of us have been urging this responsibility- for a 
;..goQd maiiy‘years. :..I;had the privilege, in 1929, of writing “ We.Cah 
;,rCofi 4 hbr‘;Uhempioyment,”uas.a' 3 unipr member of a distinguished group 
.vwHchmcluded Lord, Keynes. • Then it was a highly controversial view! 
w NoWiit- is ;ab(;e|ited .that the, -responsibility, for full '.employment cannot 

” private enterprise.’ Again the community is 
£;?i%rly/cpnceni^) with, theTocatipnrof'mdustry, both m the Jsense of 
li^^aphicalatea and in its more detaffed'aspMt of townplanning. 
-mhern nn.nKtiwidn'.to planning, m^reforc,- in prin- 
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ciple:, .But what 
to .plan? . Take the io&tion of 

desirable that the State, should .Bia]ce;hWable:iMd^diio'h^^^^^ 

; in the considered judgment of 'expefts^^evelbpinb^^^^^^^ 
be desirable or undesirable.^'OftemMh'cIucidatidn^^^fi^b^s■^ 
achieve the desired Tesult. Oeafly ithe^State'tanigpIfaM 
advice and inducerhents. There may clearly. So circimsia^^ jp* ^hp 

the State will be justified in forbidding fhrtheb;dewelppment-m^^ 

M this still leaves the final respbnsibillly with 

the K,ubicon is crossed when the'State prders'- a^paftiCuipcientergn^' 

to locate itself at a giveii place .against ' 

concerned.. Just at that point the Stated becohies;responsible?f^^^^^^ 

success or failure of tliat enterprise. _>Plahmhg^ ht^^at. 

■ r^resenta share in the -operation 

In the same way the State is clearly^ontitledto lay^ M 
benefit of the necessarily uninstructed.^ consumer; ' certaihtfe^^ 
standards of quality , of goods, and certain ;standar^s^;h|?^lhfir 
presentation of goods. It is conceivable-^thai' ^dierej^ma^^^ 
advantage in. requiring a paificularjndustry ^whicK^pres^ab|y^^ 
usuaUy mean air individual busihessesdnitiliat'ihdusttj^'tq.^ake^ 
able a certain "minimum proportion bfi bread a.nd-hfittdr-jprdBu^^ 
good value for the poorer, CQ'nsiuner;v.,'The-^^^ 
great, but the point can be accepted in pihicipleJvButfiie mbme^ 
State determines what- specific goods Uf&:tp.% made, 
essential element of private enterprise. n:Tbe n^its: of lentd^^ 
be suitably limited and f^triete,d, -whhst?stihjkayihg^|^tHe;^ 
of free decision bn xvhich initiative,: efficiendytUhd^prdgress^^^^^ 

. Once the State begins to make thbse essential drasibns^ 

. upon prior approval by a Smte.;p^ficial;^'We/i'haveStb^l;t^ 
nationalized that industry ;-attd-we;must then. in'fiiefieces'sa^^p^ 
face all the difficulties of. nationalizatibiir v^]hdeed;.iythis;i^‘^^^^^ 

- natibnalizatibn ” might Avellmyolve-i 
zatiqn with none of its 'advantages. 

: We must fairly ask' qtif selves what vve mban'bylplanhing m 

; ■■"tp iUdustry.: ‘Tf we m&n thatfigentS, of dlp';.Sffite‘ am 
; •directly; affecting ;the .succe^Vhf ;^tbrpnsei\dieii|fe|-p^^^ 

. , ‘by^pl'anmUg ,wemeaB;a;certainyde^ee'bThationalizafiqn;Un|era 
; name; vThis?questibmpfvWliedier;or:fiqt>;:W^^^ 
conditions' have'bephdaid 'down; an'pl.dniate'tfe^,d&isi§U'^ 

.< mbt -femainWith jhe 'erfieipns^a'f 

:Jlo\ylaij:arB'SChs 




Sbme 'blanning;we"are'pre]pr^ Jp acce^^ 

a\great' dealjmore in-.timfes of 'national emergency,' are 
prepmed; asrconsumers' to: havejour-clioice. made for^us b'y; Ae State’s 
eiqjefts? , : Clearly, we will '.welcome ’^is . in directions -lilce' minimum 
standards of quality in . miifcj. and in other similar directions wiiere in 
any ’ case we cannot as individuals exercise- an instructed judgment; 
Blit .are we^prepared to have our clothes, our houses; otir food,, our 
entertainroents,;all:planned for , us by benevolent ej^rts?: Are we to 
be- confined not, temporarily but permanently to sdme kind of points 
rationing? Isn’t it common knowledge that the exercise of reasonably 
free consumer choice is riot only desirable in relation to current-supply 
but tends; to lead, by- competition in initiative and enterprise, to the . 
rapid development of more, desirable dbnsumef satisfaptions that migHt, 
not Occur to, or not pommend themselves to, the e3tperts‘:>;'particula’rly ■ 
as .the 'general body of- an. industry mi^t.often bevery wiliing to kde , 
with,) die. experts in avoiding the trouble aud risk of change and 

'L , ■ ' '• 

The point is even more important to us as producers..- , The owners-: 
of the, less progressive enterprises mi^t welcome a. stabiiization- Of -; 
product and profit. But what of ms as. eniployees? . .Are we -preparM / 
a's’ a regidar thing, (and'-not as. a necessary .temporary conrinuatidn' of - 
emergency) -to be “ directed ”• as to .the place wher^ -we shall work, as 
tp the ihdustty and job hi, which we. and our: children ar^ to- be em- . 
ployed, 'and'as ;fo , the teims upon which we are' tb hp employed? •; 
is Ae ultimate logic otplanning; if. by this we, mean power of the Stite 
to direct our industrial lives;- Is it any use directing an enterprise to , 
some place unless in the last'resort there 'is powpf to direct- labOhr 
there also?. Even- in, wartime it is wise to -look Uppn/directibn as a : 
lart resort . It is best to succeed by persuasion. ■ I-speak- with-experi--- 
eh^. -Isp’t that likely to be far more tme ^in pearetime?-^ 

British , independence ‘ of ail' classes has, .been a--'Vitat:.fap{Qr, ja winhirig 

;diB,; wmj - Wat is lii^ely to be Itk reaction ;tb-:suc^;;ditection?' .How ' 
-Wod.d such conditions differ from TotelitarianisinV ' Arid if, in fact, ' 
ali' W,. -intend is .persuasion < ^ 

except;, of bourse, lihi.ahy ‘particular 


; ecqnomic -Me.;';y^P'.are.rtp;.be‘'.tt^^ ■ If '-has '.for ’-Iona: been ' 


ess&hlial'.ihformatioh .beaVinW 




on theecononucweU-bemg of tiie natioa, . It would advise 'the 
' inent' of the day, and p^cular Goyemitient Departmeiits/.ohVbfbit 
• questions of economic policy, , It nnght, . where hcx^ssaTy,. iormdati 
specific proposals for Government action within the appropriate sphers 
of government ; and it might take a btoadening view of that sphere. 
would make a suitable selection of its information available, for 
guidance of the public, and of industry in particular. . In this why tht 
different sections of industry could plan more wisely in the lights pi 
facts. The facts, and intelligent forecasts based upon those Tacts, 
would be. used to guide industry along wise lines, with less waste^nd 
more stability than in the past. „• ' "■ 

_ All this would be a new and important development in the sphere 
of the State. It shocks certain individualists, 'but I certainly wphld 
fuUy accept it. Moreover, I have the privilege of knowing, quite, a 
number of the very able men who would be liltely to constitute the 
core of that General Staff, and I would look forward to a very success- 
ful performance of such functions. I would regard that as desirable 
Planning by the State. , ,V 

But those who advocate planning as “ rmging the bell” in.placepf 
nationalization rnust mean very much more than that . TiVhen , they 
declaim on the inefficiency of , private enterprise, and urge Vthat its 
efforts are vitiated by the sordid motive of private profit, and then 
- propound " planning ” as the cure, they 111: any rate must perfpr;^ 
, contemplate that the “planning body” will, in, fact, be a directing 
body. It will replace inefficiency (in the choice of textile patterns^^for 
Indians, m the selection and operation of tinplate rolling plant, id 
design of furniture, in the operation of bus services, in the. section pf 
films, in the preparation of sausages) by efficiency. H 6 w 7 C^QuIyihy.: 
direction arising out of control. It will still be direction even. jf the 
instructions are called “ directives Indeed, .carried. to its logical 
. conclusion, this new Planning bpdy is to be “a committee td, take, this 
sorry scheme of industry entire, and to remould it nearer to'.the heart’.s, 
"desire”!' • '-i'W’T- 

Xhfe question I ask. myself is a. very practical, one. . Assuming that- 
som.ething like this is our object,.can we find the men to do it? 

. pretty , sure that the distinguished econonfists .likely to fomi'-^ffi^ 

^ E^nomic General Staff would be the fir st to disclaim possessidh. of the; 
necessary knowledge and capacity. .They would be:ffie.firstldTecogni^V 
ffiat ithc' job call^ ,for wide. and. intimate knowledge of .Jthe dctUak 
operatiort'of industry, I have had the priyil^e,pkJmqwiUg;u .:fety 
. the ; ablest executives in British industry. I find thern mostiy qtnty; 
^modest people, rather; cons ' is [of ffieir'Iinffiations,.findtog..the#idu 
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prdkeins'bf their ovk busm^te',quite;a sufficient 
tarit ’ about laying down plans ’even' for 'their own particular mdustry. 
I think they would disclaim lability to do the vast job.- I havfe’lcno^ 
a number, of trade uniomleaderSi and I think, too, that they would 
ask to be excused. I have a great reSpect for certain able Cabinet 
Ministers whom I have known^ in different parties, and I camot 
believe tliat they wotdd show any desire to stake their rephtations 
on such a task. I feel rather fearful, therefore, that-,we might be .left 
with the pine theorists, tlie long-haired young men and the short-haired 
young- women. . They could do stich a lot of damage before they began 
to iearh something of the elements of the job. As Lord Woolton has 
said, a. great many people who talk about the efficiency of British 
industry are able, to approach the. subject with a mind unbiassed, by 
experienced •' 

The difficulty is that so few people who are riot actually in Control 
ofindustry really know, or can know, the actual nature of the problems^ 
their range and intricacy ; and the qualities required to deal wdth them. 
This is well illustrated, by the critic’s constant assumption that- the 
major questions in industry are dealt with by' “managers” (they hi 
turn being frequently treated as- synonymous with “ technicians ”) and 
that if only they could be organi^d into a strong trade unioii and 
induced, to, combine with .“the workers” the community could afford' 
to, dispense with “ the capitalists.”. This is so partial and mgehudus 
an analysis. I have the highest regard for the contribution.made by 
the managers. I am glad that their contribution is being recognized 
increasin^y by the Labour Movementi I would very much wish that 
managers would all regard their subordinates as their colleagues; II 
agree that the capital owner, as such, usually makes little contributipn 
to the effective operation of industry. ' , . r ■■ 

.- But managers, in the sense understood by the critics,' are the, second 
■hhe pn the organization chart. The managers carry out policy. The 
vital function in industry is the foririulation of policy. It is a difficult 
thing to manage a workshop, employmg a thousand; men.. There. afC; 
hpiyeyer. a score of men who can manage such a shop successfully to 
the ,qn'e man .who can, conceive the ' product while the site of the wotic- 
' sh6p.;.is stai a gr^n field. ; The vital conpib'utiori is that’ indefinable 
;t^g. tell^ enteiprise. • The key manlin.any business is riot the mail 
;l^^’Btil^ri>manage,a; particular 'going concern., but .the ‘man wb'bscan 

■ Thfe'qnaiity, is Somethitig 
.;fkui,;to;geiuus.rather than'inWlebb- .It is a fortunate business. whidh 
W®'-^kdecade;l7ffis’ tenaperairient^ 

® ‘1*® .man who: decides ' thrit-iomething i-shall 
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bt done, .and -smiliiigty 'conjfinues>to’^;in|ist^’^ 
all the managers and. the tecKmcia^;'faav4:pr4seat^;® ^ 
reasons why it can’t possibIy^e-'<h)ner;;:Itns^ddn^^^ 
incorporate it in our .feMsfhig -practice/ahd t^e; 



of- “ technidans ” 
thewoTld/on yflsich 

It won’t do.- If we are going tp^ationaliMtmdustnes^det^^^^^ 
them carefully one, by one and satisi^ 'dihselvdsjin. ^Cli"^ 
see our way with reasonable' safety : to ^cbh■tu^ue^tp^reaCli:•^^M^^ 
high a level of pro^esdve efficiency and twHmcahpro^^^^ 
reached in the past ; and in paidcular,;that we'i^hipfo^^^ 
in which the exceptional man,' the" unor&oddx man, 
essential bed-fellow, can operate effectively .■■;iAjp^Vfrbm^ 
realize that any ‘‘planning” outside^the present, 'prbpefe(ivide^ 
sphere of the State must in practice he, confined .tppainMgJtheObtp^ 
bacicgroundi laying down the goyernmg, conditiphs.ijstitingV^ 
and probable, future facts, settihg;>the;vbbj^tiyb^lpo-p^^^ 
inter-relation of industries, and;Seeing th'at ;iffier“"'’’‘" "’'“^^ 
interests of the .cbnsuiner arid the community. t 



Chapter VI. 

T^ELF GOVERNMENT OF INDUSIKX 

TherE'Is ofle other-itiaior' alternative fbnn of organization ox inausiry, 
attractive at first sight: and so widely supported that We cannot 

hegiecf its .separate ' consideration. ' ■ ■ 

Briefly, the general text is “ Leave it to thoso who know. Let the 
experts -in each industry get together to deal with the problems of that 
industry:,, You want dn industry to be run efficiently but without the , 
wastei^. the frictibn; die loss, the bankruptcj', the labour problems 
inyblved in real competitive private enterprise? Very well, ‘Leave it 
to George’! Don’t worry' about all the intricate problems of 
economics, finance and politics associated with nationalization or its 
alternatives^ Get on with your football inatches or yoiit garden- 
mg. to' those Who know. We wiU deliver the goods. We, 

havCs^the interests of the community at heart. 'All we want is 
security and adequate femnneration; and these are entirely reasonable 
aimis.” " '' ' '■ '■ ■■ 

- i -Schemes falling 'under this broad headihgj^vaty from the most dfis*- 
hiteresled; undoubtedly- put. fory’ard by meh-of the highest ideals' knd. 
inte^ity, with the genuine intention of serving the comhiunity< to the 
most f“ interested,” put-forward obviously simply as a suitable coyer, 
for 'protecting inefficiency at the'expense of the consumer. And' thefe 
are ali kmds of intermediate degrees. 

As'I.say, the approach itself is at, any rate superficially attractive. 
Filler, up to a certain point it is undoubtedly well-foundedi 'The 
bperation Of the mdmdual units' in ah’ industry should be left tb.the 
everts' ; :Tfaere- are many activides in an industry . Which can , With 
advantage to die industry and the cOmihunity be done upon a cb-. 

' bpei^tiye basis. - These include such matters as general research, 
yintefchahge of - infonnadoa, m degree; bf Standardization, a 

:|ettingi;pf voluhtaiy mmtoum 'standards.bf^ br'perfoimance., 
;;pb^!^iatidnrin expori-inatkets;' and' sb -onr ■ Valuable’ .work is l^ing 
■ ofj'ffie'2;500 br soTradeAssbciations iri British industry 

Kiwdpr;'^ehffieadings ' as , these.’’ t’-^efe'isi great- value,* top, ; in. a; rCpre-, 
yseiifetwj Trade -As^^ winch; 'can be bonsulted .,by .Gbyerrimeht ' 
,;4nd^ ekpress/die'^^^^^ tiiemdustry;to ’Gbvernment.= ■ Thetomay,:. 

^Tu®’5udustry^dealmg,:ih VaysXtlm 
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not anti-social and under proper safeguards/’ with some ptthe^Kffectr' 
of competition which are harmful not pidy in the fif^ 
producers, but in the longer run to the. commumtyr - Goinpefitiom^^ 
good thing but this doesn't mean it can never ha.ve bad elfectk ; :Fif{ 
is a good tiling ; but it can get out of hand. ' : - ' ; 

Again, there is everything to be said for machinery forflqint cott' 
sultation on matters of wages and conditions of emplojhnent^ 
far better for enlightened industry to join with weU-organized'Tradt 
Unions in National Joint Industrial Councils to negotiate sucli matter! 
than to leave them either to individual disputes or to State arbitration 
The joint facing of the economic issues of the industry tends.to Me 
to greater mutual understanding and respect, and tO the: dis^yefy. pi 
solutions capable of benefiting the worker without- unfairness to o&ei 
workers outside the industry and without detriment tP consumers ai 
a whole. 

So far so good. But there is a point at which- suelr.assoeiatipr 
becomes a bad thing. It is widely alleged, and it, may be; true, that;? 
considerable part of British industry is honeycombed with price^iin'g's 
and understandings and with practical monopolies ;,which are, h'ot.^ 
unfair to the consumer of the particular goods or services but’ gdlc 
the very roots of British national efficiency. : It. is noVsimply^jthaj 
certain prices may be too high, but that, behind these sheltcrs|;iii^; 
ciency may be at a premium. ' ■ ; ■ . • 'j. - 

There may be (I believe there is) a great contribution ’.to -be' ihade 
by genuine competitive private enterprise (operating .wdiin ■pfojfei 
minimum conditions laid down by the State).; . There .c^n -;bejhi 
case for monopolistic private enterprise working in enntern, .wiihqui 
the stimulus of competition or the purifying influence of publicity or the 
skilled oversight of the State, "Uiere can be no possible 'case;forfthe 
State granting legal rights to an industry to b.uttmss-niqnopoly,’ elm; 
inate competition, and act as judge in its- own cause; . . p r ' > i";-;-?;! 

As Lord Acton said, in a much-quoted phrase, " All ipQ#er cd^pte- 
Absolute power corrupts absolutely.” This isms true ;m ecohqmi&as 
in politics.. . v ' 

This is not to say that the leaders in an, industry, are hkely-tq, desire 
, the protection t)f .jnefficiency for, themselves' ; ffiough; eyen’/they 
be understandably - influenced, by, consideratiqh .for . thein'. W^ 
brethren.;' It is not , to .suggest; that^the others, are auy bit 'y'qrs^ 
the rest of -uk , - Just as any . of us who become Civil- Servants, are, Hl^iy 
to., adjust purselves .to That background, so any .of; jus; 
to, decide .whether., things are to, be; made 'easier, bi* mqre. difficult for 
.bur^lyeSj Will tend to preferfhe fo'nne'r alteniatiyei jTt iSiju^t 
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nature, wic ulust all be safe^arded against our human failings. , in. 
"the interests of the community as a whole. 

' An Association becomes a bad thing when, in however plausible a 
form and in whatever measure and with whatever motives, it becomes 
in fact a eonspiracy to secure undue benefits for those concerned at 
the expense of the community. This applies just as much to a Trade 
' Union as to an employers’ Trade Association, Indeed, the risk to the 
community is the most dangerous when labour and capital drift 
(because, so far as the majority are concerned, it usually is “ drift ”) 

. into jokit association ' for ends contrary to the interests of the 
community. 

' I am prepared to believe, as I have said, that all such steps are taken 
in the first instance, so far as the great majority are concerned, in the 
honest belief that they are truly serving the interests of the community. 
The practical question is at what point in association they may in fact 
become anti-social ; and who shall determine this. To permit them to 
determine such an issue for themselves can never be justified. This 
means that they should not be given legal powers except under 
stringent control, with all the necessary publicity. Tliey must never be 
above the State or outside its control in theory or in fact. Moreover, 
it is not sufficient simply to withhold legal powers. Certain associa- 
tions may be so powerful in themselves or in their financial and political 
associations (whether to the Left or to the Right) as in fact to leave 
them in a position to dominate their minorities and to exploit their 
fellows. Steps must be taken to prevent this. ^ This is a point I will 
develop further in a later part of this book. 

At this stage Of our consideration I would only submit that we 
cannot contemplate industrial feudalism within the nation however 
willing those within the particular feudal system may be. That way 
lies the coiporate State. In a democracy every citizen must be equal 
before the Law: and must be subject to the Law. None should be 
permitted to contract out. 

' This Subject, of course, is large and complex enou^ for a book in 
itself. As I have said, there is a wide variety in the proposals sub- 
mitted by different industries, varying fropa completely voluntary 
associations for completely social objects to the demand for com- 
pulsp^ association with delegated legal powera. To attempt to 
examine all these would be beyond my sphere or capacity. 

> ^ 120 INDUSTRIALISTS 

- < The whole problem, however, was brought into sharp focus by the 
■publication at the end of^ 1942 (when this book was already partly 
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written) of a stateiiient. 

bearing as its signatories, a Hsf bf ;,names; pt^pots^bdm 
industry and including men whose -motives and;;wliose'|i^ 
whose sense of obligation to the communityiafe;bfeyi^d;^i'g^ 

•document (which I will refer to as the “industry iKepoftj’^'nr^ 
relations between finns within the ihdu'sliy;;between:dii|CTetii;mM^^^^ 
and between industry as a whole and Gbyein.ihent shbute 
more comprehensively organized in some fdr& bf j^niaheht;^^ 
tion. Everything, however, of , course, 'depends::'' upq^^^^^ 
functions and the precise authorities of the differehtjjbodie^ 
contemplated. Everything depends upon the hnbre-:detan^^^^ 
in mind and the authority behind- thent^j ' '- '- 
The Industry Report suggests that industry slipuid^be'class^^^^^^ 
sections and that each section, through its secti6nahassociMioh;(|heu|^ 
be able to organize itself -with the fohowmg iham pu^pses.m 
“ (d) To promote the production of; a mabumtira'p^^ 
lowest possible price consistent with the adequate- fem'iineratiphvd 
labour and capital. 

(b) To establish a greater measute/.oTeoUajDbradpniibp^^^^ 
the trade and with other sections of Indus^;', in- , ^ 
efficiency and therefore of-service to -the’ consuinenij^^rVf^'^^g 

(c) To encouiage such forms of industrial ;"b'bm^dtionYa^^^^ 
Conducive to the public interest ; conversely ;to;discpuragb;was^^^ 
and destructh^e competition .-' \ 

(d) To establish contact with, any bodies represenSUveipf^ 
consuming public or sections of it and to'tahd accowt^^^^^^ 
sentations which may be made in. regard to;, die qu^ty^0;^^ 
manufactured products or their meUiods of distnbhtiPn;:^^^^ 

(e) To adopt standards of wages and cPiiditipns’bTs^ipd wh^^ 
pay full regard, so far as lies within ;theif po.wergtp;^^^ 

as indicated in Section I.’^ 

In general, diese aims are tin'excepfionablpjbhutdtial^ 
they are carried oiit in practice, •Tt'might-bp.:Sd^®?t^iha^ 
of many would be concentrated bpqnrhe second ;paftj6f p 4 t^grabM^^^ 
namely, upon the discourageineht -bf--vvastefhi-;and 
petition. .Nobody ; wants\, wastefui;iand':;destrbc^yp^d6mp^^^ 
who is to‘: decide .Ayhether ''ahd;VwhPtt}.Tc9mpptib'6n;;^ 

destructive? •Tliose'suffering'ibrpm..the;effeetS;pf-:cpm|)ed^^^ 
and in gpod-faith re^rd it as wa^eful'anb des^.ucdve;';b^^^ 

by itS',very.;hature^(ahd;mdeed'Ms;''jfett;pf?ifS5PPfp^^ 

; elimination 6f ■ inefficiency v ’ : A' 'SuccPsSffil . .^fgical? pperhtiph 
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ytiiyS%ainiR4t:may^eveak^^ :inai.aoes,,nui 

tn^n; 'hwveVei^ tbat it is A the patient .Would, not 

iiWd'b^W.-veW.inuch;. worse it-' : Who is to ,dete]^nie when 

cpfflpetitiWi.ds a, good thing whendtis a bad.thing,; and whea it 
I^Jthdiight to be a bad ‘thing, hdw< it is to be dealt with and under what 
Wpervisibh?.; 

\rhe Report goes on in carefully cho^h terms to discuss the question 
oi- thp.tekercise: bf 'compiilspty^^ a. minority. It 'states 

spa:ifically diat it would lie impossible, if a considerable number of 
&ims did not jjoin.the .sectional associations or were not willing to 
accepti the. Views of the majority,, to be sure of avoiding the waste 
invqlv^;ia., uneconomic competition and to* be sure of securing a 
genetai application of the code recommended . It relates this last point 
iit jpWticidar td .labom a^ Social Services, but it is not in dus 
directjoh that ,the^^;^^^ difficulty would arise.; That aspect .could , be 
talceh .cWe of byiTfade Uirion and Stote action. . ' . ‘ . 

W^e:Repoit clearly recognizes the crucial iniportance of this, issue 
and ^proposes that die whole question should be remitted foreclose 
study; It -x^b^izes also that if compulsory powers were found 
necessary^they .would.need to.'be subject to proper Wib^atds., In the 
first plWWtiie. granting, of such powers and their , continuance would 
be^a. mattef for parliament. They did not contemplate any :final 
deybludptf upiph :the representative bodies oT industry!. of legislative 
ppwWslwhich probably belong-only to Rarliamenti Inasmuch as rule- 
ffiakmg authonty, inay :be;delegatedi it wouldbe Tight that . such rules 
woidd not become operative .with Parliamentary approval.' It is .a 
cardinkirpbint in their proposals. that 'ample provision should be, made 
tbbthe pfbtectipnW.f the public as. consumer. - They: also consider.. that 
inisuchyCircimistancesttWould be necessary. to provide machinery of 
app^i: ideals nii^t' be to mi.industrial tdbunai^set up for the 

purpbsp’'and'.appointedbW,the'Gbyenim ; . . ' 

^jritixs'i.cl^,' dierefpre,,.that' ft sigUatories are' fully .alive to the 
b^wtlbns Whi^.caii.b^e made againk A greater, claimsfor, delegatibri 
bf^vselfrgpyer^Cht industiyi” ahd do recognize that in a.democfacy 
i?^b:pbhtroi must rest m ft^^ hands of, Parliament and .itWappbinted 
^WistCrso:.Weye^eless,witH;fteftest:fttb^^ 

^iffi^^ftek.ppper safe^ards. '.kich- a ; suggested.-Cpuhcil .of .. Industry, 
pSR0allWW;it,^ere!able;tb'act:m-coh3unctionW,ift 
Cbii^&^Mght .^sily . pbnstitute; WbWdy .^strong, eubu^h m 

tbihajlengety dutlipriW, of' Paxliament itsbiW ludeeft 
'^.^piyf:^?<pP;j^?-f:,thydecisib'm.-bf-W (thbugW.appointed.fty 

onTpbftb 


'A*7 ' 



hands of tiie respoh^ble Mmister{and’|herefbrd^ 
Parliament itseiK' 

nf. Pr'nHnr'tirin nn a,:cnrn'AYi/limi- cirnil'i r iceTiia - poW 



individuals should • finally -.rest ,a:^^:Mhiisteh^^Mpphsibi^^ 
Parliament. , 

■ I would not like. to seem. in.any;wa!y;-misympaty^ 
in view and in particular . to die ^eyeldpniehtf of {anVeffia 

entp.rnrisR wirti a fiiM itc vint^'.i'A 'RrrtnlhvRRCi'tK'RATiciirnprc ^QnH 



critical of the motives behind ;tMs:jep'orti.;' I :dO'i^l,;lidHyeVe^^^ 
leaves unsolved the central, pfbblern ‘we..are>.,discussi^^^ 
attempt later to suggest another lihb? 9 f apprbabli;wb[idh;i^^^^ 
worthy: of consideration ih.’.the light of 'experience;';4.&a^ 
method of .achie%'ing- the ends in- yienv^^o "farras'.thbyi 
without violating this principle of demcrcratk^OT 
- Meantirhe, in looking at the proposals of ithe .differM^^^ 
tiohs,. there are certain simple, tests ^which 'ihay;;be},|pphbd^^ 
primary aim the development of ithe,industty,'prdte protecti6ii?.|l5^s 
the industry ask tthat its own assbciatibn-;Shi.o,uid.;’be'g^^^ 
its own discretion. tO' impose restrictions? . vilii/^eindral.^a^m^^ 

XOi^Ilt oolr 'iij-VKafliAr ‘fTiorn .le.-QfiVr 

to ask 


[Hrj Lo UA prTOUcuon .ququis cmumg'Un^uiyjyuuauy^- 

except after full' consideration by Pariiarnenti;itor-;'% 

Minister' advisOd- by.; ah nnpartial';,Or^n Ofi.^'Goyerjm 
, for , the purpose and ; reportings after ; full ; my^tiga^on-'aiid^^'^^^^ 
/ publiciQO arid .under fcontinu^ pnbfic,'^pi^sion,‘;y5j^,|?^^; 4^ 
No industry ; can .Ti^dy claini .'to * haye;' at ':0hb: 
the privileges of mbnobuly,.and’:th6'5pr0fits;;atM^^ 
and the bearing^of risk:;; Nbjindust^ -rah 
^ from State, cohttoidnd arithe-^metimethe fightln^ 

, , of 'those ;witliin/the:'indiistry." 


t;;* yCKdpief- '^Vll 

fexPEBIEto ’ 

iKHDP'E.^'t&t-'tfe ^r^ thrbu^ the chapter^ . is ; 

y|wningto-show it&1fr' It i^.^briefiy; that whae, all. industirial^^a^^^ ■ 

of ^whatever, kind must be judg^.by the standard of service tbthe best 
ihtef^tifbif ffie bbhun we sh6idd>dopt tlib particular method (^f 
iState 'p^ership. and :b^^tibri {only in those- bases (probably lin^teb 

mfnuM^ei);,where’A^^^ circunistances's^m to pbint tO'thi.s. 

aa' itie best sblutibhr feist,' we sbouid looK^i^tp* the, S^te^ first : 



s^bhdly^Micm tte , State must iritep/eUe m .the 'actuM bpefafioh of 
MdustryHve^shbuldVeek to do 'this in- a ^y which leaves' ^e gr^test- 
^facficablefiei^kibfinitiative'ah'dfespbnsibihtytb'ihb^.l^^ tnep^ic*; 
ularjhndustry.^j^Qricefh^r ^ the 'sdcoiicl bbjectiW i^ "tb.'be secured,' 
bi&ly'our ..organization' ana^ methods must 'permit; of, flexibili^..',bf 
\\ V'j't r ^ V- ‘'•"■r'-. . . ""V,\ ' 

.^^■(^{ia/pfppose'd^ ,iA'geherartefm's ',m later .chapters,- 

Mehhtime’:^|€eyi&at;mucfi,eXperiehce''h gained during the war ; 
bf;What;i;;^ay*ca"U,\^r ^ telf-govemment,’* of which top little'; 



Stance m’ayiibe uf. mofe;Value thia case Wan a ;geiieral survey . and, I , 
pfbpbseWhefefore;;dh this vchapterVto'.'^y- 'something of 'the- '‘relations . 
betwfeehWe Statb'Wd^thercpcOafchbc'GlaWuhd , cOnfectibhefy' indust^ 
{duringdhew^;! -r, 't ■' "■ ' 

Atfirst'SightWis' seem an unusual -instance to take. My reasons 
fPr.-WdoirigWe':''; ' •. '• r'^ 


i^;:iK(^).f|tdS:(^fhaps' 4 ^tism^y)dhebfthe.''(|uite;^^^^^ 

'i^cetime .J U&riy f-ipo,00'0' engaged'' in mahufa'cture', 
:P^Flbyed:by iftariy hundr^kof WWuf^tufers ^nging in' size 'from 
the largest^tmS'''m Whibldf We'-smallest,{ahd . 

' of : pf bdiuct. sHandiing 'this 
.pfbductioh'Wb.oWf .’ 5 ; 0 OO.{cbirdectibnefv::whnle^le'"ahd weii bWr 


TIJE FACTS AND THE .ALTEilNAtlVES 

duction problems fairly representative o^'^at aby fater.'^ 
'industries a.s a whole. . 

(3) Unlike many other industries its distribiitibn side i[s6;faE^^^^^^^ 
chocolate and confectionery are concerned)' has bebn larldy ^cSii' 
to the industry, and worked in close relationship with mahufbcturerCi: 
and it offers an instance, therefore, of a largely self-c6ataihbd;uai£| 
from producer to consunier. 

(4) It is certainly one of the industries in which ^^;and|free^^ 

competition in the economist’s- sense continued , to . existMghf Upt^^^ 
the outbreak of war. ' ^ •_ 

(5) It has enjoyed the advantage of able and enlightened Mderf 
ship, providing a sound basis for experiment, in cb-operatiorifWirii 
the State. 


(6) It is the industry in which (so far as I am aware) the first sb> 

called Wartime Trade Associations (as distinct » from" fWaU^e 
Companies) were established, and these have been the, modeli^pi 
prototype, for other industries, : , ' 

(7) I happen to have the advantage of knowing the. fact.S:ahU' 
mately, having been the Divisional Director of the hlinistry of 
responsible for relations with , this industry during ..nearly five y^t? 

, of war. • . ■ y 

I should, however, make two points clear. First, I ammattiralij 
limited in my statement of facts to such infonnation. ds.:is,:genetellj 
available to the public, or at any rate to the industry. Secpndlyi l donlql 
suggest fpr a moment that the wartime arrangements td;be;desbHbgc 
are appropriate to normal peacetime conditions for this industry;(whe|€ 
free competition is likely to continue) or necessarily, without modifi^^ 
tion, for any other industry. What I do f(^l is that; they thfpv’jp 
interesting li^t on the possible relations between the State and^^k 
industries where some varying degree of fiexible:control'may cgllbb 
for in peacetime. . ' ' 


. • ' {. 

THE PROBLEM 



Before the outbreak of ^yar there had been considerable idonsultafioi 
between the Food (Defence Plans) Departoent and a DeWce^Gpnj; 
naittee of .the Manufacturing , Confectioners’ Alliance,' r' .thb.yteld 
established voluntary peacetime trade association. , Provisional 
had been made to deal with certain matters, in the event of .v^ri.f li 
particular a scheme of pooled transport had- been deyised. wliick ^ 

put into operation after the outbreak of war.- yit was recbgmzec 
also that there would, necessarily be a shortege pf ingredients; -and Thi 




: WAR' 'EXPERIENCE ' • . 

outbreak of war established its own Allocations Depart- 
ment :tb; ration tlie reduced’ supplies to all. manufacturers on the basis 
otmgedtf an agreed basic pre-war period. ^ , 

:(#dth:|[ie M of France' in 1940, however, it was realized that more 
f^Fr^ching action would be called. for. There were two broad.^^ter- 
natiVKr, The brst was for the Ministry of Food, In effect, to ‘ take 
over ’-'•this industry as it had done others. In sUch case it would 
•diwtiyf specify- what was to be. produced -in quantity and in kind 
(mvdlVing: a complete measure, or large degree, of standardization) ; 
where and by whom it should be produced ; and through what channels 
and at'what prices the' products should be sold. The industry would 
be dirkstly cbiitrolled by a Division of the Ministry, It would amount, 
’m}efect; ;tb- temporary nationalization. The second was for the 
Slihistiy to allocate such supplies of ingredients and other materials 
asritttIiought.fit, and to place orders, or to arrange for the acceptance 
;bf 'orders. Tor certain priority goods ; but- for the rest to confine itself 

vs to ba achieved, 

■laymg doWn principles to be followed and leavmg it to the industry 
’iiseffjhWder .Ministry supervision, to manage its own affairs. The 
question Was important, not merely because the industry was large and 
becadse its production (and particularly certain large priority produc- 
tion^ was; important t but also because it was the first of the composite 
l^dii'anufacttiring. industries (as distinct from food processing indus- 
tnes^like,; sugar re flour milling and oils and fats) to be 
apprbaclied .in This wayi The choice was likely to form a precedent 
■|p^Other;f pod industries. The decision was emphatically in favour of 
itHeiS^bnd alternative; that- is to say, 

would determine major questions of policy (such 
°f goods to be made and the principles of . price 
control) in thedight of national interests in general and of consumer 
n^S'in'-particular ; ' _ ' -v • , ■ ; 

;;y(2);it.,%^uld discuss with the industry the best naeans of achievmg 
^ minimum of avoidable hardship and with a 
opportunity ;for ‘the,exercise of .initiative r’, ’ . • , 
I>-X3)#wpidd feye riich^matters to be Carried out so far as possible 
^y;i^^djyidh3l'hnsinesses'-wi&,a.m regimentation. ; 

^T;.^^;^’^?59:a^mist'ratiy wa's called forj this would be dele- 

to .a" body representative of the industry, 
^||f^°Bf?t?.pdnt:fpr-,thdM its supervision. ■ 

wa's-.-tiiat of “ supervised self- 


a:5T' 


'-tHE •EACrrS'3'^iND,,!THE":Att^RN^^ 
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;. , WARTIhfej ASSCrcto 


For tMs purpose' it-Ms necessary torhaVe a lbpSy,w;b|'di^^^;^^^^ 
form two quite separate fiin'ctioiis ; '.fostVtp 
industry and secondly’ to' perfom isucK functions 
the industry as a collective unit.' ■; />, 

As regards die -first, there was in existence thnjl^n'nufact^^^^ 
fectionefs’ Alliance' which was, as -F hiw^;;’sai(3V;lnh('61d-(^^^ 
voluntary trade association.* Whilst^ hpwdver-r.i^/m^^ 
serited a very large proportion of the totni productiph^pf^e.^^^^ 
the numbers of its members were only a reUtively^^al|ipro^^ 
there being' in particular many -smaU j^manufactUrerkvbu^ide^S 
membership.'- It was clearly necessary to hav^'fpr this pu^p^^^^ 
fully representative of the industry as a whdlPand with-spCciahreg«^ 
to the position of smaB manufacturers who nu^t feel; that 
their interests might receive inadequate' consideration;- i To ;s&ilte^su^^ 
a representative body compulsion -was .neces'isaiy :and /tiib}^mS^ 
could scarcely cOmpel meinbership ofa yoliintary.'undffi^^ 
was therefore decided to create, a i representative -official 'trade ^ss& 
tion of which full membership (for all except yQry 'small manufa.effi^isj 
could be secured by the ability to'witlffiold a .mannfactiirer’sfficen^^ 
In fact, two separate associations were formed; dnebOyering-cdcbE^ 
chocolate, and the other Sugar Confectionery.’ 
differed slightly but were based : on the rsarne principlesy-Emii'^^ 
tions to be performed; were-^the'sanie;''- 
In both cases special care was taken.tO' lsee ^at the5''werd,^y‘r^^ 
sentative, with due weight attached both td;the nmhbereb^ Ihe-differept 
firms and to the yawing imporfanceLof theit';;^e;fan.d;lir(^^^ 
rapacity. In the.raseof the.Gocoannd Ghdcdlate'(War|ime)';^^^ 
tion, this was secured thrdu^ a -goveriuhghodylrepresenimgy^^^ 
existing recognized ' “ groups ” different sizV'and^p^^ 

the industry, (he numbers, aUptfed 'tO;rach;^oup being, ^ 
to, volume of .production represmted. J .^Ctheirase; of.^the.Sughn;Con'' 

feGtidnery; (Wartime)' Association; thegdyemingh'pciy.'^l'S®^^ 

: groups, representing •- the,' six,- different; .'sub-diyisipns^^^^^ 

(classified,'according.to.gd6ds.manUfacthf^)}togelheP;TO 
■grpup;represehtihg;sniaU manufacteers,a's :su'ch,;;;;;&^^^ 

‘ the.relectidn ;qf.: repribehthtives ; of ■;-"^oups,..i^e^oting^ppw^^ 
.mernbb Pf "the'gfOup-was ' related.Fb ,his •'prppptiipn*''pf jffie^^ 

-;df •"the 'products m;tiiat:"^dup.-’;,;ih;teach::bre;;^^ 

.was gi Veil- to the Gd-operati,ve..Whoiesaie;Sp;ci6^^^^^ 
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g&.' tHf Of to groups on to Confectionery govem-. 

ing: body) Hch.rneinbefliad ono vote. 

: -For ’to purpose of acting as representative” bodies all that was 
retoto there should be due liaison with the Ministry of Food 

by 'appropriate attendance of Ministry .officials at suitable meetogs. 
For to purpose, however, of peiforming certain important administra- 
tive functions delegated to them by the Ministry, a closer association 
was called for;, It was arranged, therefore, that there should be two 
^toistry representatives on each governing body, nominated by to 
Minister, -these representatives to have- in to last resort an overriding 
vote. It is interesting to note that in fact such vote has never yet had- 
tp Be Pxercised. •That the industry itself, however, regarded the vote as 
Important; was shown at a later date when there was a proposal to 
remove this overriding vote, but at the nnanimous request of to 
Associations it- was retained. Membership of tliese Associations is 
open to any manufacturer of any size. 

; We had,, therefore, two official Wartime Associations, representa- 
tive of the, .whole ihdustiy, to act during the war emergency, both to 
express ;the .Views of the industry and to perform such functions as 
might be found desirable. It may be of interest to state the objects 
of tile; Associations as set out in their constitutions. The following 
are .the tojects of 'tlie Cocoa and Chocolate Atociation, the objects 
of, the Sugar Confectionefy Association dffiering-only in detail : , - 


aci'dum^ present war as the representative organizar 
;:;;tipu of . ffieCoopa and Chocolate industry, by which term is meant 
toff toe of cocoa, chocolate, chocolate confectionery, cocoa 
';;;;huftef;and couverture. 

cf to to.Cocoa and Chocolate Industry in all negotia- 

;,pti.pns;cpncemmg the. supply and allocation of. raw materials to and 
' totion by the industry, .and dispibution of its products, 
;ttopp% of -labour, control of prices and any othet matters affecting 

|;p;;.(3)'toj^plptoine, .subject .to.'ahy Order of the. Minister of Food 
toing ,in forqe, . the. prices at which, and the cmiditions 
in Rule 3(1)'* hereof prodtie'ed by 
to Associa'tlon. raay be sold by tom .. • P 


7; the, products of to 

wtocoitotoof, 

' •'J ' 
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{c\ To admmister or cOroperate' 

. ?r\rf crkT»/aitv\<iri'P/*tW 4-1^ ck ■•':■■''! 


-. (e) , To develop : coIlebtiVelactid^ Tii 
sectirc' economies by ihe siinplifi'cStion'bi(^|>riTO^ 
tion-; of packs,-. pooling ' of jtranspoHTablitiw^pl'i^^^^ 
■similar .mdthod.' V'. 

(f)To eacouiage and co-ordinate mutuatarrM 
manufacturers, to maintain /prodUctidm.mVs^^^^ 

■' and/or requisitioning of 'fadories;^ 


or 

Government action. 




zation of burdens arising pup of war iconmtid^^^ 
entaction. ‘V 

^ / •./ //j'. ■ V . ■ 



In each'’'case there 'was a' gbVeritog b^yj-witlfij^a^^^^ 
mittee andyvith separate ekpert^Trice Conpol an^l^ird^uctiofiG^ 
tees. There was also a Toirit;-ExecutiveV'--tpgefiiie^^^ 

Supply, distribution andi-d^^^o^ lPpniinid2|%4^ 

‘ a’ -'vm <4 «Vn#-4Kvr..r« *4 >} > A«r ■' t>^nAn 


effect technical Civil Servants, ofierdting^Undep'fhW^^^ 
leaders of the industry, wprlangCwthm;,ffi 

/4'AtTrtn l^rr Vil5«ic*fT*Tr' KVif '"'l/ift / iTi'u’rtrcjV*!-!^;^''' 





.' ^limited-'rb assisting ■m.:;S^T._^^ ^ 





JVAR. :^BRIENCE> 

fl^blft^methods poslible4n\conjun^ ap^rdpriati Jodies ot 

tfiis;c6aracfer.'. ‘'..r, 

V Govenm& 'price control is never an easy task; i)ut;it is relatively 
easy, or ceiiainly ;inuch 'Msier. .if the product is standardized or if the 
product is. hnported by. a Government Department or at any stage, 
cdiiipletely oii^ed by the State V and particularly if both of thesp 'con- 
ditions, are. present. The State is then able, as owner, to fix its own 
selling price and to regulate; the prices- at different stages of distribu- 
lidn to the consumer. In this industry, however (and in this i( is repre- 
sentative of many and probably the great majority of industries), price 
control presents touch greater difficulties. In the Four Y^ears’ War 
the position \yas dealt with by fixing a single maximPto retail price for 
. sugar confectionery of 2s. 8d. per lb. and for chocolate of -^s. perTb. 
The result, was that substantially all goods tended to be sold at these 
inaximuiii prices irrespective of quality and.of tiie true consunver value. 
Tliis liihe it "vyas decided to improve on= this arrangement, blit there 
were great practical'difiiculties in any such standardization of products 
. asyyomd' have been cabed lor by onbodox toetbodp 
Moreover, . this very standardization would have deprived .'tiie com 
:.suiher of . that very factor of variety which (in this as in. many: other 
cases) .is, regarded as an essential part of the attractioii Of tlie product 

>«■ I.;.— -.' rz j z-- 



naxinium. prices as was done in the last war. . • 



Sxed maximum, prices. .for a number of “product- groups” -hpprq; 
pnateiy .designated.; It was made an offence for. any^gopdkto.beilspld 
atvtoore ^than-a certaiiiTpw.; maxinium,. price" unless'*'such:, goods'. had 
been■■^^classified-” as apprOpriatetb a.pr 9 du'cl;groujp,'ca^ihg,a h^ 
priep. V.The Wprkbf clasrifiedtioh vhs left to' the -Ais^iocihtiOhsbsngenti 
lot.jhe'Mimstry. • The. work Vvas .donefby 'expert' Prich GohtroFGpm'- 
initiecs'(inaihly ’6f>professiohaifaccphntarits)';6n' principies.;laid,;do^r 
hy! .Ihe gen'erdl -supervision ;bf , the'jisiimst^' 

f^^^tetiejGohttoLCoinmitteeswete.'advjscd by.' expert- (idailty;iF^ 
0^,^h]'froin';thb indUstiy',Nwho^had}lbefore. tijeto !thc ‘prpductfcoti?eapi 

f'.fnt'A'p’. siTirl ‘‘vxyhrt 
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ca tion., of products, wMcfi^ ffie’pne :i[ia,n(i:^a^^ 

^ t S' Si -./^ W*««4*« * m 'jJL^ d. , iLl--'* .ill ijQ*L’i.*’_ ' i.'. ■ '. ■f-*^’''" 



■'j};^e>price .Orders;, made; it;:a; condition* 

:price'that gooas?f,wfienithe 3 ?'.,re 4 clfe’d:tIiepphsum^ 

; priately ticket^ or- marked sdi&’.to^^ tko'prdducf 

^ wHicli .tlicy; fell, and vtlie' .consumenpnce.^tplPe'pti^^ 

. this way maxraniai..;pnces. to. the consiihief 

ihg' the usual' pinctico o£;the'^mdustry);'appropnate ,tt^de^^^^ 

agre^, by; hegotiatio'ns . between ,^hiahufa^urers^;. 

' retajlefs.pn principles .laid down and on a; basis, ui^tumj?^^^^ 
theMinistry., .The whole qf:thMe.arrangenieni;s wefe'& 
price control codes Which Were made ayaiiable;;to ah 'cpncerried:^ 

. indUvSWyyas weh as,. to, the, appropriate officefs;‘,ofrihe>Mais^ii|;^ 
Associations appointed their own experts riawlhng.-mspectdri 
went- ifpund continuously;, making inspectionsy,;tkking,;..saihpliKf 
advising .manufacturers and . distributors as . to: .the:r.proper: : 6 b&^ayce 
pif.the-i-Ordefs;;, and :: reporting yWeeldy;-; tb.;:the.'yse^fdjarials>5ih^^^ 
Associations.* .4 ...'v;;; y,... 

‘ ^e- result .perhaps was .nPt- a ^completely 3 ri^ht pnei 
themaJdmumpricesifixed, ho.doubt,.ih3pPse(i;sbmede^^6i‘i^tdsliip 
, ,pri : certain : raanufacturef s, .and in ;■ other ,ca ses.ithey ■ ahpw^ypf 
■ hi^er- tlian might, have been .:usual;f :.-ihiS'‘is':,Unavbidabl^i^^^^ 
.'hidustry containlug\mapy hhndfedsjpf ymanufactuf cts ;p^^^ 
ringeflicieney^jbThehfoad residVhoWeyer, and ,pafricih& 
on the ppnsumeri .was satisfactory, r'; ThefeyWasran. alraps^^ 
tioh ,ofi;consumer complaint^.. ;Itt;effect,; there.;Was secufed;tp}the; cb^^^ 
ysumer,Wide..variety,' of '.choice pf;;gp;6ds\atpf icek^WhicKyhey^ 
rupbn as being- apprppriatetoFbhy part icuiari'pfpduct^^ 

Tacty ?5'per:cent p£;the total prpdacti6tt;df:chdbpiate''andbdtf 
Jidgether . Was being ,spldhi.;tbersix&^^ ■pf'i&d 

PbriBxceedmg;;2s.--,8d.Vperr'lbydndyayiarge.;prppoftipntpf;^^ 



nhd,^4s;,perlb:,for-ehpcplate;:ahd;thism!x^^^^ 
■:risbm.bPstsn.nd-inpriw1leyeIs:geperaliy!fpllb'w^^^ 
rinstanceris ibktydf ptand&dv.piamychoi^^^ 
;War;aria|figtpreyaripfybeipWy|bfeypprtespphdin^^ 



Jceftaiu'pfbductibri/'Cphirols^fdyb’e/mehtiPh^ 


;>VAK KPERIENG3E 

v^ith^t the; degree, of 

Stan^fdi^tioii-n’orthaUy'iattach^^^^ ■ ; 

*>'IitJtfe cksehtcdGoaj the. number of finhs cdncemed \vas limited- and 
it was possible to deal with the matter without a price Order, the Cocoa 
and, Ghocmlate (Wartime) Association undertaking as an Association 
id cohhbl, prices on a basis agreed with the Ministry. -In this case* 
m^dr-Jbnfnds of cocoa powder were selling in the sixth year of war at 
pricesbelow those ruling in August, 1939. 


CONSUMER RATIONING 


?•; Ahother.good example of the advantage of this relationship between 
a' tGoyernmenL Department and an industry is to be found in the 
k:herneniconsumerTationing which was adopted. ; • : ' 

Ministry of'Food have sought throughout to apply the principle 
of’?* fair' shares.’’ After a certain point in the war there was manifest 
‘.unfairness in the distribution of chocolate and cbnfectiOneiy.- Those 


,^th ieisiire or influence were' often in a position to get an undue share, 
A; Mimstt^^ Committee was constituted, including Civil Servants, bu< 
with a majority of experts drawn frorn the industry. This comihittee 
;|>r'oduced„a: scheme which ultimately took the form of the well-known 
•Peii^aal .Points Rationing Scheme.. ' ■ . ' 

,itf'rji^si;!s'ay,,this is.agood instance of'tlie vaiueOf leaving deoMbns ol 
;i^cticfe'(as distinct'from policy) as far as possible to the judgment' oi 
fllose in the industry who know the facts. . The .decision to ration goods 
:;jyas|d%e properly a decision of .Government and a , decirion whicl 
lind^ waS'Upt at .the time acceptable to many in the induriry. ■ Thi 
|mefepd:t6 b matter ori- which the Ministrj' was pre- 

'pared. tyisMy.to be guided in detail by the industry. This seerosj there: 
, particular illustration of that differeatiatibn, of functioi 

Mweenlte for 'Which I am^guing., „> ■ 

v;'^T£|flflS’'malfe^^ had been left to pxirely Government '•decision,”.;th< 
•^Orthodox ^apptoacb-ra^ ‘have been to, attempt, a' sfrai^t’rationitij 

^registration with retailer^ which in .turn would’ ahflos 
V.^^^^rt'iy^baye.involyed , -an undesirable ■ degr^ Of standairdiriitibo 
proposal'.mi^t have' been, to put ;;WeetS"';on 'th< 
which;iih' turn,' wb'uld have .meahlim practib 
'W.P^id have.'.tended to be,;rnade for itbbTamily .by ,thi 
btdmary 'hpusebbld' goodsiK ', This' wolLiid ribt' bifl; 
riv^f^:^^^l;-^^?,^Sb;,blinnge.oyer;OfVtrade-'fr^’.retaflcbffif^ribh^^ 

G of .,hard|hip 'to ; small ’businesseli .but ’i 

'meant ^ depriving j:ihb; cbnsutia% ; andjin' i^artibui^ 



' , 'IHK tAqre ?AND>rraE mET^RNAm 

■ .■'* 

children; of , the’ ^pleasure ,pf 


chases 



Sumer 


range still permitted :bymrhohdilicms;S ^:5^:\';;si '5)5 
Even, however, this co-operation' In .toinmg'.ffie^'scfre&h^^^ 
alone have been sufficient to secure its success j,#;it?#aS;n6^ 
ensure that with, very slender stocks.^i'eridus/ahdfi^ai^ 


relied upon to be availaWe in eveiy tpwh ahd^ 
consumer choice. This v/as. ensured only.;.b^;fuUj}mtimate^^ 
CO-oneration between Hie, nnvernmenr-nnd'.tbe^Waftihi'fe'As!^ociafldTlsj 




fj-w-tJiAwv \jx. vuiw owuv-uju, ’VY4^ii..L^.u.iw,iiiu.u3 ti.j^- i-wj^yjtijiyAYUiyi./jLV^* 

distribution of supplies to meet die coupbhs&iEonTh^^^ 
country was divided into; four 'large . fegidns,;nnd);Aesb^^^^ 
areas,- with . appropriate ■ . regionai.ihhd;;hr^ vpfficers idra^Wrom ^ 



'As Lofd Llewellin, the then .Mihister;6f:Fdbd;^|aid;a^^^^ 
first two Vears of the schemei the;'resiiit'Was:veiyfsU(^eS'sfuI;/^^ 
-hiswprdsi’-. 

' ; Xhe,succes.s.,pf'1he;schem4 is'best sh'b^’hy^;^^ 
cent of .the- Personal joints cduponsissu^^were bd^^ 

. has beeh-nd easyiitaskltb ens^hpntmuous;SuppK^d'^ 

■. so to speakj-'has.;had to-:ber?spread^^fdJy. J|Spmfe?ii^^ 

' facturers supply something flike^hi'flu'artertbf^mMpi^s^^^ 

' t 60 nS‘ Slid — 



PerhapS'-tbe'lcpnsiunehhia^vbe^intefested JmYajjp^^ 

scenes -of .. this industrji^v--''; 

friendly i relatibnsluphbfw^nfthe Governtehtand,:^^ 
tfie^bne.’hand/TheyMinisti^-^opelstes hhdih'pupoh-jsS^^ 
available’itheiihgrediehisiand’assists.^tpjpb'^w 
Ohfth4,dtiiervhahd>vthp,induSt^,lti|rdugh^^^^^ 


tions^ 


^'at!supphek!ara\h>'dflabie^p,rfa&'diS:;|te 

jmeetTanyh|i'anfes:Tn.pppulati6n.;frIn;cacHVeg|dhf^^^^ 

regipnai'bffieeri^whh'a&aAdleh^/^rildh^^^ 


^WAR EXPERIENCE " ' 

’ facturing centres, watching, and where necessary, guiding the flow of 
sogplies, 1 1 this is an‘ example of supervised self-government 
at its'besU . The Ministry lays down the principles to fie followed, 
flie mdustry.achieves the desired ends.” 

Jn brief, the Goyemmeht determines the principle of rationing and 
le size of the ration. The industry accepts responsibility for securing 
le desired end.Vitli all the freedom and flexibility which this makes 
ossible. t 

C ^ PRODUCTION 

'Another interesting example of the same kind of collaboration is 
3 imd in the field of production. If supplies of ingredients are 
sstncted, the natural tendency is to use those ingredients in the pro- 
action of goods in the higher priced range. Even with proper, price 
ontrol of different classes of goods, the result of this would be a large 
ictsise in the avetagejconsumec price. It was. the responsibility of the 
Ministry to secure'that as far as possible under conditions of shortage 
here should continue to be adequate supplies of the cheaper classes of 
'oods. Again, the more obvious way of securing this end would be to 
equire certain defined types of goods to be produced in certain quanti- 
ies.„ This, however, ■>would once more result in standardization. In 
:onsuItation tvith the industry the desired object was secured in a 
iifferent "way. Each manufecturer’s current production, was governed 
>y reference to the proportions of goods of different types and prices 
?roducedby him In the basic period. The manufacturer, for example, 
who ih therbasic period was producing 90 per cent of his total produc- 
tionun goods at not exceeding a certain cheap price was required to 
^ntinue^ to ^produce at least 90 per cent of his production in that 
category ; in effect at that price as increased to meet war conditions. 

Ihe same division into categories also assisted the Government to 
secMe production of particular classes of goods required under 
particular conditions, like convenient packages for use in shelters during 
blitz. Taken, in 'conjunction with price control and the restrictions on 
labourmentioned below, the result is sho^vn in the fact I have already 
stated that in the^sixth year of^the war more than 95 per cent of the 
total production was being sold to the consumer at prices at of below 
& 8d. per lb.>, Moreover, thou^ the scheme was introduced at the 
^stance of the )^istr>' for the benefit of consumers, it- came to be 
oteatly appreciated ‘also by the industry as.n broad measure of equity 
amongst’ different classes of manufacturers. 

measure of partnershup there was secured, therefore, all the 
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virtues t6 the consumer .which' might be offeredfby u; fixe^Taigf 
utility goods but without the rigid standardization- ‘and Id^ee' ol 
control otherwise required. Utility prices were , secured yithdm 
' loss of variety of choice. - 


CONCENTOATION 



A similar instance is found under the heading of concenh^tioi 
Faced with the problem of freeing labour and space for more essentia] 
purposes, the normal method of approach, particularly of the^Board 
of Trade, had been to divide an industry into a certain nUmber;.ol 
nucleus firms and of other firms, and to concentrate the productioh/pl 
.the latter into the factories of the nucleus firms. In this way half pi 
three-quarters of the factories in an industry might be closed dowh 
altogether for an indefinite period, with all the necessary hardships 
involved in this and all the problems to be faced when the timeTdi 
, de-concentration came. • ' . ' ' ' 

In 1542, production in this industry had been very; sUbstehtiafiy 
reduced by reason of restriction of materials, and labour empfoy^ 
had been reduced in even greater proportion by simplification.^ 
product and m other ways. It became necessaryi howeyer,-|pr;:a 
further large contribution to be made, both of labour and of :spicei 
, Once more the problem was faced jointly with the industry through 
the medium of the Wartime Associations. The industry was anxioUs 
to avoid concentration in the sense generaUy understood:'-, , Qhithh 
other hand,, the Government had to insist tiiat.a certain.hmOuhtpf 
additional labour and space must be made available without f^her 
reduction in production. In collaboration with the industiyana^^d 
method was evolved which met both points of view. ;Tfay industiy 
Undertook to provide the total quantum of labour and to dq-i^isby 
a progressive restriction on the amount of labour to be employ^, per 
ton of the goods produced. As regards space, if a specific factotjc^r, 
part of , a factory was required in a particular place; it.twas -^de 
available. For the rest, the industry undertook :to make ayaiiable|a^ 
certain aggregate' of space throughout the country. The r^tfit ;,wa^ 
".' that, with one or two minor exceptions, aU the many ^fiI^SY^;^l?eJ; 
, industry, were allowed to retain at any rate some nucleus bf prq^duc:tio&.' 
^ .Whidemt'the time the -Gdvemment secured -the labour andj jpahe’ 

; r(^uired: In certain special areas>'the labour requirements, were: such- 
. ithat a . more than proportipnate demand for la'bour had to be mUdebn,? 
Cerfeiri firms, resulting in 'a considerable degree of . hardship.r’. iltt;^^ 
Casejt^however, there- was ..available .a , scheme,- worked out -by. 
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Asscxiiations on an agr^ basis with the Ministry, for the production 
of goods on behalf of such firms in other areas, the effect of which was 
to mitigate any financial hardship. This last, again, is an example of 
something which each industry can do for itSelf which it would be 
difficult for the State to do and which yet could not be done, or be 
done with the same degree of success, without an efficient trade associa- 
tion with compulsory membership. It, incidentally, has the advantage 
of relieving the State of all responsibility for the very difficult problem 
of sharing out the burden of hardship within the industry. 

ZONING 

K last example of the advantage of the partnership approach can 
be given in the case of zoning. 

tlie war proceeded, it became essential to effect further large 
economies in distribution, particularly in tlie avoidance of railway 
cross hauls. A large proportion of ffie production of this industry 
is by firms with national distribution, not only to wholesalers but 
direct to retailers. An Order merely forbidding tlie despatch of goods 
for more than a certain distance, or beyond a certain area, might well 
have resulted in complete disruption of distribution, and would cer- 
tainly have upset the very delicate balance required (with slender 
supplies) to meet the consumer ration. Again, tiie problem was put 
to the Wartime Associations and iliey undertook to formulate and 
carry through without legal Ordel an arrangement under which the 
whole country was divided into four large zones. In order to meet 
not merely consumer need but to avoid serious hardship to distributors 
Of different classes and in different areas, the industry undertook a 
very far-reaching scheme for the exchange of accounts involving a 
large statistical and administrative operation which was carried through 
with general satisfaction. 

This instance will illustrate the results which can be achieved when 
there is the right relationship between the State and industry, and 
appropriate machinery. The Government decides on the degree of 
control necessarjf. The form of control is discussed with the industry 
through well-established machinery of consultation. The task in each 
case IS to secure the end in view with a maximum of efficiency, and 
flexibility and a minimi^ of hardship. The result is to secure controls 
which arfe tailor-made to meet the needsf The operation of the con- 
trols in 'general remains wfith the industry through its^own technical 
chll seiyice. The policy all the time is determined by the Government. 

'A further advantage of this method of approach is that the necessity 
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It is 


'■ ’ .%m certain cdnditiQns) qf/Mo^ge 
,' jiistiti^roportiqn'as'.cqndi_rt6nsfw^cb;:’&iled^ 

• • amyi '..'.In- tWs' -.way xintty;-qf;'yie'^is;^seciired^^ 


it ...is pot suggested that precisely jibd“:sa'mql:np^ 
'appropriate to’ all ■mdustriei'even'^'ywartimeHiind(^tthq;fe|^^ 
■ this, approach is 4t5..flexibnrty:^^\It, is,;;hpti^,ugge^t^.t^at^ 
.peces^ity 'under noimal'' cpiidU'iqhs;:^^^!!^^^', 

' Where and so long. as supplies are adequa.tejand^rai^peddd^^ 

. ; ihe ends ia Ws^y. It'is not suggestedth'at-preeiscIW&e-s^ 
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;■ < -de^^’’ qf -sdpemsion may '<aUed 'rforlih'/thclintlfes^^^^^^ 
^;;’''arid fei^ia^tyW; -dt is^prdpqSctfftd^^ 
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■ ll. The Conclusions 

Chapter Vltl 

r guiding principles 

*^xftUe.!Outset an endeavour was made to outline tlie purpose of our 
;hqui^i V l^is was. summarized as that of consideration of the sphere 
)f%e? State., in relation to industry', with particular reference to the 
afganiffltidh ,df the; relationship of the State to industries still in 
jrii^te^'OTOership.. , 

^^^ntime.we have sought to make a broad, though, admittedly, very 
i)artial,\suryey/of;the .various possible alternative relationships, in the 
light pf'expefiencb gained up to the -present time. It. remains now to 
3hdKiV6ur-,to}fem the conclusions which seem to result from this 
jxa^atiqn'rpl >' - 

'^ ^has toi’b^ that it is, of course, always much easier to. 

stote-hegatiyeXthah positive conclusions: to be destructive rather than 
Consilm’cdye. f ILis is particularly true of the individual working.alone. 
Gphsto^c^prppo^s are best evolved by the interplay of different 
^ewS,. mVthedight of practical working. ^ That is indeed the only safe 
w;iy'dn.,which dMailed proposals can properly 'be formulated. Any 
^^hpWl^fpaeh must be tentative. I will endeavour, however, to make 
“y-fPproahh, as constructive as possible ; meantime asking readers to 
rwp'^M:;^at what I. am attempting to table is not a blue-print but 
arough /sketch, y;. ; - . , : • 

our discussions have led us, so far afield that, (even 
nski .of. some repetition) it would seem- desirable, to" restate 
fundamental views upon which agreement should be possible: 

; :v .^e;;guiding, principle in every case should be how best to, 
highek interestS;pf the community in its. widest sense. ■ ■'No 
^ it is true, consider the cdnsumer 
.milk hot sacrifice the' producer to the. consumer, ' ,We must 
?™Jh ^V^^opd;conditiori tp.th'e-producer ; buhnot at the expense 
9; ,^.P.'.^'?,°i?™pri;j?X/-permiHing:inefficimcy /or- undue, reward Y W 
.:.dp, ji® ^ .tp ligbtfui'. ■ownership';^^ 

.??l^,^^?i&in.efficienCyj Vested interestej as.mch; mustinot.be allowed 
' ^pimij-managementiinfid ia^ ail.ppntri--, 
,pute,t6 pfoductiori:; .biit their reward.as ampiigst.thmiselves arid'in^ 
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■ tcifM should riot be-mvexfc^s'; 

. stnUftflrHR 'sVinnIdi -nht ‘1np‘ 



Government. We^slipuld seek'dd^^ritairi 
We should not he. too .'muchlirifiuericed:,by ;short5pen^ 
tions ; in cbnSideriiig- the,, lu^^t -mteresis-^ 
need often to:take a:vBrydohg 

deterred simply because ; a"/ ‘particidanfc^^ .vwhl^&ris^iprac 

immediate hardship ; the:'surgeori?mustt often j'rause^pairiftp;^^^^ 
•'well-being.'. ' ; ’^r' 

(2) Applying this reasbnmg/ we riiust;rieekvpiajt^feOT;hf hrgamp(' 
. tion, and^ activity- which appears-ibest:c»icu^Iatedi m^^^ 
the ends in view in .the particular: 'circna^tfnfcesj.^^^^^ 
unduly influenced by preconceived’ ,yieri%|,};We';ma'y^ 

’ whether we want public . enterprise or private'mtetprise’'iri.aj'jp^ 
niar case i 'we may, howey'eri'. agree' that,"4n;bye]^;lba^|s^’’^^^ 

'tlie. pracfi^ maximum, * /of terite^Vis'e^ji^^^^ 

. flexibility, and courage.'. -.These " are ‘■'the'lqriahties.'w^^ 
true progress, and therefore, in turn, thetml l^^ 
people. Moreover, :by ^th'eir- very friat-ure ; it 'is; psriaiiy ^briiy'|j|s^^ 

. to measure -them by results.': Turiovatigmish^^^ 

:its success is deriioristrated in,p^ctice.'.;:<'Ariy!prgkni^ 

. the extent, idiat dt hampers* eritefprise;:t¥easBn|bT^^^ 

. .power , of decision ^bfteriTQlfluick'arid'indiyld^ 

'taking of- reasonable -'risks . or; '•'irideed,' '^sb.rijetimi^^;-;^^ 

' unreasonable risks! We should thereforedniy ^ 
tion in any measure: inimical^ .tb eriterprise; .;dk;;sb^ridefs{prid;;^|,e^^ 
, and .to the extent that' other .byerrridirigjeb.rikidefati.c^^^^ 
compel this. Even in such ca'ses,-,'we^shbuld ^ 

;;re’stEiction‘ on enterprise and imriatiye-td-theflecfe^^^ 

. ^ .':(3) Tri this coimection: ’^ '^^^”^'^ 

•possible’ atfangepiehts*, 






/ ■;recbgi^e'.this/-aftet ‘:flie?d|st.7six’ >years';db 
y'v"ibwirig;*tpminbr;pfficialS;iV:-;^e,haVb?re(^|niz:edf^^^ 
^,-<%awad£rige?aridmdretsmg'pa^'.iri:.d|ter^ 
;i"'}('-'df.emplb5raerit,-,df.py6duG|ign,^f'^lity;;b|r,‘ri^^ 
idsJJ'derirablevdib wever> soever ;p^^ 

’:,'<-f|ry,'fritriiirigdtsdirecriyes';b^-fi^g'it&slandar 




; GUiDING PRINCIPLES 

l;all6wiiig; freedoto' SO long as those directives . or- standards are 
;{‘oh^^ed, =':^£a c^rtai^ Brighton must he closed on Sunday, 

!'Iet.:it he Closed,- and leave the wayfarers free to exercise their brains 
hpw <best th get to Brighton without tins road> Don’t make 
fffiem apply for permission to go by a proposed route. Say that no 
'. inbrej factories are to be built in a given area ; but don’t require 
b|)eriiiissi6n from a Government Department to erect a factory, else- 
where. Say that a certain export market is banned or subject to 
■;bn;expprt duty, or open only on certain defined conditions, but don’t 
■askb Exporters to, apply for licences for exports generally. This 
Spoint; may .seem small. In fact it is vital and central. There are 
ilarge fields in which the State can and should say what should not 
.'be dP*^®- ™ resort should it say iyhat must be done 

,4]n any fielb where, initiative and enterprise are desirable. 

. ; While the State can clearly and properly reserve the right to 
b.imderlake .activities under public ownership wherever the best 
;;:interests of the community call for this, yet (at any rata at our 
^reseat ;stage of development and at the present time) it .should only 
'T.db/kiW.here private enterprise is manifestly inappropriate, or has 
Wbmoa^trably failed in practice. In the words of the declaration of 
Lalwiir Tarty Policy in the recent election : •, 

i?v;£“;]fech industry must have applied to it the test of national 
; ?,;^r};ice.\.lf it serves the nation, well and good ; if it, is inefficient 
i'iah'dfalls.down on its job, the nation must see that things are put 

Taking 'the, generality of industries, tlie interests of the community 
[including , in’ this those of the producer) are probably best likely 
b,‘be.;;Seryed in present circumstances by true private enterprise 
wbr^giunder conditions acceptable to the State. But it must-be 
^nnine.j enterprise, free from all restrictions, arrangements and 
^bbrstandings other than those which can be demonstrated to be 
the interests of the State. What has been called ' 
bf TsstrictionK^ must, not be confused with true 
private,' W^^rise; The principle, at least of public superyisibn of 
if accepted^ by all parties,' The essence of 
“^l9fffise/ and' its final justification in the interests of progress, is a 
' Government should encourage this; Again 
5|Mihg',®m['ffie -same' Labour Pa^ i- 5-.‘ .• ' ' 

of . Government must. 'be. tb'-'sour 
W.!i^?_®^,^pW^.^ '^^^'bpt .tbnhohe'it .yrith red tapel’L ’ 






Chapter IX ' 

ENTERPRI^ 

T^y'feeifioy^t there may be large differences of opinion 

.f ib.^li^ffi'ei“-a;pardcu1hr industry sbo be nationalized or not, once 
irivalSrma%e3dwisibn is, made, no further question of the State’; 



mnersjeffhefihdhstry^^ “Vetdt; c'est moi! ’’ This is not so 

iife^dusUythaslis^^ be fitted' into the general economic back 
^buiia^Its'eMcieiicy^^ be ensured.. The State is now directl} 
t^bfiallelot^ifs-effieiency. Ownership, is important ; but Enterpris; 
sTar 'Mbmfmpp^ We are just as concerned to see enterpris; 
infi^ 'public as;;^^ ownership. From that angle we mus 

iti&^coasiderm of the State as “ government ” to the nov 

lauoji^i'i^mTOedvindusto It is vital to keep clear the distinbtioi 

»fw^on‘-6whersbip'fin^^ I hope this book will not be tfikei 

isjjrfsti'a cdfe; It is certainly not so. It seeki 

?^:|e^i6rbl;^cpridifiions^ for the greatest measure o: 

m{erpfl^,:!^ether.\under publib or private- owners^ - 
«ti?pr'^^’’T^rt.‘I objections to public ownershi] 
™erwer/i|ere il),a.bi&'^^ for this in the best interests of the com 
hufittyj^’^'ere arb^bvious c^ in which public ownership appear; 
tb^l^-the.bfests^^^^ because of the close relatipnshi] 

ifja^ipX^ic^r'i'actijdfy' .to of government, or because o 

it|.;^e|'itabie;monopbly^'C^^ There ate others Where an activib 

|t^f.^iH;*fa&i.!;b,ecbm0.-a^^ too' powerfuTlo be left in priyaf 

has demonstrably failed.- Tlier 
ISf^^i^thbrs n'TOuig- outip^^^^ for example, of riationa 

^^.^yfJ-S?.;4iscu^s:'.ihCse,^4^^ would, b'p- to depart frorn -thi 

■•. . ■; 

renwins.. Of primp 'importance'-U 
' ni'a>dmuin '-pf ' -enterprise { am 
public-or , private 
' in practice .the ^lafe 
diicbt:;^ /wtl 
Tights,' in ^ufecfi '‘an 

<^nfin6d;nblrtherfabfiityrtp4embv4^tfCctbf^':Mhblha#^ 

m 



THE CONCLUSIONS 


selves inefficient of unsuitable. One .of the best tribute^ tbThe'^es^ 
M conduct of a large conipany is a small attendance of sharehSlders 
at its Annual Meeting ! Indeed, even in a modem political ;denipcr£icy 
the main, ultimate right of electors is to remove a Gbwrnfnenfc which 
has failed to satisfy them. ; ■ 

When, therefore, we have decided that we .will nationalize an iii' 
dustry (for example, the proposed nationalization of cpahininihg), we 
are still left with the problem of how best to do so i -that .is .tpijSay^ 
what is the best form of organization likely to give us theiesUlt .\ye 
•want. 


This is a subject on which it would be very unwise, to do^atize. .Tt 
is .a .subject on which it is ihuch easier to say what 'Should not t)e done 
than to say positively what should be, done. It is , submitted ive^ 
emphatically, however, that in normal times no industry (or industrial 
or commercial service) should ever be run as, or as part.ot d (joyeni; 
ment Department. The reasons for that view have beeniully:'sStut^ 
in.Oiapter III. The Civil Seryice, however high the qualities, ;iand 
capacities of individual servants (and they are very high),;is hot fitted 
to mn industry. The Civil Servant is, in effect, administering the, lay^i 
The managernent of industry is a totally dffierent.actiyify..- The’t^^^ 
Servant must inevitably be guided largely by precedent,;' .Successful 
conduct of, industry calls for constant innovation and,' on occasioru 
improvisation. The Civil Servant must play for safety, , the suc^SS,;; 
ful conduct of industry necessarily involves 'the taking of risks;' 

Civil Servant must always endeavour to be reasonably certain- .of b|‘ing 
right in his proposals. The successful industrial organizer inu^ihe 
perfectly willing to make mistakes ; to be demonstrably, vnong.^: The 
Civil Servant must work under the constant scrutiny of Tariiame^; 
‘hable to have any activity, large or small, made the subject" of Parlia* 
mentary question. The industrialist must be given tirhe tmeasured 
often in a period of years) to show whether his prdj^ does hrvdp^? 
not contain within it tlie seeds of success.; , Day-by-day, ParliahieiM|y 
scrutiny would be fatal to long-term, efficiency. 

Again, whether as part pf a ;Govemment DepaihhenL 
publicly-owned industry must be free from normal -dai^-toida^ 
, Treasury control.. Any necessity to secure , Treasury ■approfm/Jn 
advance bri. detailed mdustrial plans, would soon break iffieh&itmf 
, ( the type of mdushial organizer essentidrtq. the.;success; df dafye-stefe^ 
.(.^industfy.;-''^ - , . • - y 

‘ f cieariyi , if,, we, are. .to ;hope .‘tO: secure .public; .enterprise,:- as ydi^.ct 
y from pqblicly-owned staghation,.we must attempt to {do: thk-,^ 

' -the creation of Pubhc;Corpqrations free from shortdbrraTarliaihfenMfy 


/ PUBLIC ENTERPRISE 

[tn{i)Tf&su^*;c6ritr6l/y;pby^^^ final control must rest with the 

by some appropriate Minister of 
tHfe=Cfpwi;f."G3^fiy;^h^ lay down in a general directive 

the sphfetdrot the pirdcuk the broad linfcs of policy 

fp %-fqllpW^;ih jtS 'dpefation, and.the financial limits within which 
toitdtal npdfations mCist rest;' ’In this’ coto^ it would be most 
j&pOTtahtlhSt'finahciai results should be nieasured on the same basis 
aV.ih.'prr^a^^^ in partietdar, in relation to the capital em- 

^loi%d^ ',^^;^sidy ip or employee should be shown 

segarhfely'so .that^ and consequences can be assessed. As large 
issti« ptp6licy(ariseiAdse w be discussed, in Parliament if neces- 
s^^ndihisJdirfectiVe be modified of supplemented. Certainly diere 
livtiiild.be hnntial -reports to the Minister, which would be available for 
'fin occasions in Parliament. But, for the rest, 

O^ratiOniandjmaha^ment would rest with the Board of Directors 
of fhe Phbiie’iGqrpbration, who would be judged on results. There is, 
inTa0^ tq’4ay;a fairly of acceptance for these views, but 

this isiargeljioi; very Indeed, it did not appear to exist 

hvhenihe writingof/tliis b began. Contrary views will undoubtedly 
bqjpulforward ^hen Specific projects come under consideration, and 
i|is}prpbably wO^'a^^ therefore, to summarize these views rather 
:dq^adraiiy.;aS f:^Ve done.- 

f|^.ut wermuShndV^.t to furtlier questions On which no such body 
nf 'a^^meht :^et -be cla Assuming we do agree to use the 
ifflstnOTeUhbf.a/PuM^ governed by a Board, how is that 

Sqafd'te'bpe'qnsfiiiim^^^ ■ ’ ■ 

!5|iSt^|%hq&d;;aqtlcp^ Of a Board representative of “ interests.” It 
shquM;cq|sistp^ individuals mainly selected as having the 

^rsDnaigdalificaijqhs best fitted to make a success of the particular 

;i3^',^,s.^^tisyer^^^ There will be suggestions, for example, 

||at;tlie-hew-B^ case. Shall consist of representative 

pmplqyerSi 'trade mnidifiSts^ This is entirely to mis- 

f ^bd tlje'i^ctiqns Of 'a Board of this kind. Employers as such, 
ffl-f;as'0^ners,/c^ Individual- emploj^ers, or ih- 

in the industry, may be very 
5^;^iikj^gdidates;;'.::bUl^ capaei^ of trained industrial adminis- 

not be considered.' There 
better., iialion’s coal interests to be 
;lH.^^I^;bi^■the:rep^e^^^^ -Ae ^miners'ihan, for the policy of 

Ep^^Md-tpbe.deternd representatives -of the bank 

fflpy.^weii be:thaton;‘indwdpai miner Or m 





■ baMs, 


. 'substitute, say, politics or trade , unjoti,1bfiucbc6if&;nepptisM/bffy^t)5i^ 
iaterest.' - Moreover,, we dou’t 'want 'directors ^‘^'jtdprlsSbtin^^ 
group, whatever thei^abilities, because it.is alihdsfdnBVitabietfa&tis^^^^ 




the, same .chse for doing- this in the ease of indusbial- em'§loyi;e|l^^^ 
State as of aiiy other mdustrial employees ;. but no, ^eate^base^^ 
.is t'np '(^sei.'whatevei; for- a\''SjpeciabyC;priviiei&jb64li^?WC^^ 
employees ■ m relation to otbeis.' ■•indee.d,^ 
because in the nature of things their uonditions,fbn':palanbe;3ltr^i^ 
tb be better than, those of employees' gehmlly.'^pibe’m^UniS^ 
'safeguarding .their interests -will be -tlie^ trade briiohi''bfindSe&^^^^ 

• •' . . ’ ' ■. •';••■ V ' . .v-;' ■^, ' ■•'7' ‘•it " 


surely, -is not l,,abom’s yiew. 6f the future. - , 'It tf6esnbni^h*'fi|tiie^^^ 
there, should, not he^appropdap:Mad^e^''i6^:^'^Qbiui^%^t^&^fpl 
■ engaged in'the.'indusiTy withitsb^ratibns,,b^,|c(^pm^ 

, on its problen^,. by enlisting their'.dielp.'in-'then^'^^^^^ 


'■ .r^uncilbhd-cdmmitt^ il,is 
'?;bfbr ’ Is ■■the .p,.batibii/,inet Jby^agbhatygb'VerninS'^^bby 

^nrndiicers and .dnii aimers, x tn$&heiail"?tKejIbihibrxHi4li«be:bfaaniie3;f 


‘•■7ebtbsehte't:iye|jb|‘&e:bbMuifiei^t<ejna;;^a|^^^^ 

".Mpresentative“;bbnsUmer4'tab3it1a'S:rsbct^i7wn7nb^'lbb^^^^ 






PUBLIC . ENTERPRISE 

^irt^'Ccri 33 n'>U(isci> 'jLui ’ cl .vJonsuincrS' ConsultEtivc .Council. _ Tiiut#. liow* 
ev'ai^fefpot aid' instrUment'.o^ 

v'Cin' th^ this does not mean that the Board should consist 

whoHjiVof .'tfchnical experts drawn from the industry. That, clearly, 
^vpiiMlbc-wong.. ‘.Technical experts (of the right calibre) would lhem- 
selveabe ,the;fitst to admit that intense concentration on a narrow 
tang6 of technidai rproblems leaves little time for consideration of 
vvidetissues highly relevant to the successful working of an industry 
aa ar wholes' ■•ito expert has been defined as “ one who knows more 
Sn^inoreaboufless and less”! He should be balanced, in proper 
lafid^'by.men whb'know'less and less about mOre and more. This is 
pdrticalally tnie in so far as industries to be nationalized consist of 
thojelwhere'diastic .rehabil is necessary. Those engaged in such 

anyn'dust^.inay find it more difficult than outsiders to take a fresh 
and 'dispassionate view of the urgent measures necessary in the widest 
intef^ts of the community. 

■.;iiAgain,'-tlierdirectors should not be drawn from the regular Civil. 
Stmce.^as. such. This does not mean that a particular Civil Servant 
should hot be appointed on his individual qualifications. Indeed, where 
heiias the qualifications, such an appointment would be a very happy 
one i because.he would bring to the new Corporation the high tradi- 
tions of rifitfegrity. of the British Civil Service, and, with liis previous 
j;^enen^ and contacts, he would greatly assist any necessary relations 
mfh'Cdvei^ent' Departments. He might, that is to say, serve as a 
^^^§® hdtwfen industrial and Civil Service practice. But even in such 
resign from the Civil Service and be treated, like the 
as, a full-time employee of the Corporation. This 
general rule. It would not, of course, exclude the part- 
lihie;>;attendance nf.;.ajT^^ Civil Servant, as such. Where the needs 
the, particular Corporation called for this direct liaisoiL 

to say what should not be done than to 
'honstructiye, proposals. Indeed, any such proposals 
usefully be made in relation to a particular 
^ffihrappn nr industry. Moreover, one’s own views are necessarily 
one’s own experience. I confess that my bias is all in 
|;Y9W^;?f ;whqle-time; dnectors, ,Kvm with the problems of their 
inpustry'a'nd id^^^ themselves with its successes and its failures. 

thatipart .bf'.OT failure and inefficiency as British 
V . (and this ,is often greatly over-stressed) is due to 

t ejoqtale By, this I mean not merely the director 

title or the business he may.be. 
b^^ able administrator who gives oiily a 
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CpNCLTiSiOKS 

traction his reajly Whiahle* iimeio-ah .enterpriser;fthJ^:p^^ 
irrelevant to note in thk coanecUon tliat .tlieJc^aracfms^^ 
mainly suggested as .tipe for nationalization , tenil^^io . he 
this Way. They tend to become biireanciaWes, .witk:.tlie.;stiln^ 
the joints assodated with bureaucracies, /(jhen* ip hifeim 
, industrial administrators or executives at a stagedowec%mvniiayW&c 
contact, : or no sulBcifent contact, with -those ■: who- 
dcdsipns. These men should be represented on the Board JtWlf.^|i: 

Again, my oWn experience points to the value pt a 'Board ;cpnipd|p 
in large measure (though not ncccssardyjciithely).oE:eXecMydHfu^^ 
tional directors, each responsible for the whole- ola single asp^t^plir 
Cnteiprip (buying, pfoduction;, marketing, selHng, - finance^ personhe! 
relations, and so on) ; as distinct from a single general 'manage 
a non-executive Board. I would expect tiu.s form of -OrgarikatipatW^ 
more, and not less, necessary in a body dealing wifli the probierhsdfa 
whole complex industry. At the same time it must be recogmz^jtKai 
there is a. risk Uiat such Mhtime functional, or specialist diWcfen 
(dependent on their acccptablii^' for their promotion- and Tcnitinem 
{ion)1may Ijc more amenable to departmental control than ^-part^Ms 
directors with outside foundations, and may;gradua}ly;diKp#tfMtf^^^ 
does not pay to be too enterprising, if so,'Vie'would:be;ba^jk)tftiw 
old danger of a policy of. “Safety First,”. .Tlpy. should; 'thefefpre;||e 
strengthened by die presence of 'a strong chaiimahv:andj;idepg|y^^ 
chairman who could be relied upon to rerist.infiucnc^ Which thej^f^l 
to be detrimental to the wCU-being of the enterprise. : 

• As I have said, specific proposals should only be made ;in,^mlatida 
. to a specific case ; but I would somewhat difijderidy;,put 



fl) Hie Board should be -appointed by the felev^tW^uurieh 
. after, of course, any necessary' consultations’and;discug%nS|i';;;|^ 
(2) In general, the appointments, i^oUld be on the sort pfeipOT? 
> and conditions prevailing in die best industriaiiip^bfishyen^^^ 
; to-day. Remuneration should compare not .unfaVquiabiy,W|p|h^^ 
\ riilmg in; industry for -similar qiiaiifitXLtionryThp ;'apkomto 
should not be /for . any -feed; term, - Chdy cbntinhed abili^. w|cai^^ 
the '.job should -guarantee the holding oi;it'.;'^‘BensiqjQS;}|hyu|d^^^^ 
- ' adWigate 5 and there shoUld.be proyisionapeimitting-pf chhhgW^ 

. one, -Public? Corporation tr 

Catholicity of experien'^ 

■y' enepntagedf :\v 'm -f. ' 'W. 
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“:(3)!lfi#neial;:"ajpjpo^ on Ja fuli-tiioebasis. " This 

iffpulii) : t6}^e CHaiiman and Depiity-Chairmah, , in 

only 'of, outstanding 

:MactfeMnd^biiityKhp^ witti'a wide experience 

if iie&nprmdirnd :indus^^^ preferably gained in other 

against unduly narrow and 
sp^aU%-^iews,:;apd,% possible undue measure of’ in- 

like .all other rules, would have its 

ir(5)v^e|eriemi^ tody of directors, would be selected from leading 
spepi^s^^iniihe/vm recognized not only as possessing out- 
standmglmo^iedge;' experience and ability in their own particiilai 
arid :but-ais6;asdiavihg d^ great quality of “ open-mindedness ” tc 
ad^;a3%s;^ahd?new-^.;^ . .ITiey would possess 'the- fill 

^tus4)fci&ect6rsi\but reach would, in fact, be expected to advise 
h^i^|atfd;’ypiptabiyj-H^^ executive responsibility for, t 

parjiddlar-JjrdadJriihctm^^^ , ' / r- 

}^^($|im-adSi4dh^' diM be one or two directors drawn fron 

aiheilJandf-sepamter.^^^ Civil Service operating probably, ai 
tatti'df |n^cohOnue;G Staff under a Minister of InduSti^.. ■'] 
;^J&®;tQ ‘dcYeldp iffiis^^ '-.Suffice to say iiov 

ui^iijlf&chfSidtfyptddr.be' w^ servants of a new type 

byts^muid„%erve;;parW^ ori- the Boards of one. or more Publi( 
Qa^praiionsjjf '^Innffi^ might .hope to . secure ,.a -valuabh 

q^^'oif bo'iprm between the Minister finally, responsible fo: 

Government as a whol 
of .this policy; No 

.onlym ;tms;:way ;w^^ a channel be provided whereby the partic 

;^iarj^prob|c%s'o^ question coiild -be brought to thi 

’i0ip%^ge|)t& 'General^ attte centre, but experience gained ii 

jGorporadoh’ c^^^ readily be made available to others 
jT4^T|‘:‘the|jii^ita^ ' ‘ these > paitrtime - directors would 'b 

would be ' ‘tfine.”- ‘•I - wbult 
?S^f^MI^|Tt?.s2hts;difficulties iri’organization.and responsibility 
iinjpgAcriariritjw^^^ be made.; clear that the function o 

Authority" would femairi' with the,Boar< 
|?;.|'I^‘.S|tp||;»{^fejeCt';i:)niy.-io-a^^^ directive: ft 9 m:-the' imme 

large issues ; of /Government polic; 
'^|*Jf^tt§^;S2ffiorii!yf]mstrir.’might^ to taike hp Vitl 

jf^^^'|t|5t.'>if^jffistef.Vit^''aIterhariVe wuld,ibf,cou^^ .tOsecur 
i;thrPd a^parf-time Clia irroari' drawn f rn'm • th 



1'.' j;\'rtffi)C»NCLtFSI^^ 

liidustriai CivU .Service, ]®^J*JciionsjxoiX£us,’fno^^ 
.■aVe|^t^that at;-is:;dffiQult.;to:';See’hpv/,t^^^^ 

' ddnciled in practice with the fiiE' responsibility 
;;.Minister ; and'Jsewri^ty '^eai;%Vanfa|l:p 
^ lulRime^' Chain^ : iddntified^ fuUy^tyith^^e 'sucS^f ^ 
jpartiGular;.Gorpoi:ationl'; ' 

‘ (7) As State4 earlier- it-.would^be a:great ad'^^ptageCifc^ 
to havb at least o^^^ first-xlass regiaar^Cit^. Semnl-bA'ffi^^^^ 
,^Such a man Mgjit well occu]^ the positibn Vof^Secre^ty^ 
“Treasurer” In such case^. however, he ‘tyould cea^ beA Civi 

Servant (looking to the Treasury for; p^y'. arid Jptpm6tion)/a^^ 
become subject to the same conditions, as-lhis collea^ies ;^^^ 
'•Board; a- A Y-Jfii 


' This, then, is a suggested approach to this difficult' prohiem . Metric 
cornpbsition of the governing board of a Public Co: 5 )orati'pmASuy 
Board wbuld-be.a board of executive directors chargedwith ffieMuty 
of successfully managing the industry within the general liimty bicihe 
directive -given to them, and within the general financirihlimitSiiiaid 
down, Such Board would -appoirit such sub.brv^rds arid;yp *^^i ^*^ 
IS circumstances required. In particular, it. vvoffidbd import^ 
siflier by dividing the industiy regionally, or ip some uther'way.Mera 
should be a means of comparing results aclueVed' by/difiereiitVlu^ 
ordiriate.managemerits. In this way we might -riopp to secureuiprbgCT 
spirit of. emulation, to take the place -in some ‘measure , dTffieC^ 
:bmpetition. Once a year the Board would ffialra a public' report ctp 
die responsible Minister for subiriission to .Parliament .i Tn. dusl^tlity 
fv^ould indicate the policy they were pursuing bi^what tiiey'belieyM'M 
oe the general interests of the community ; ,%nd.,wpUldisubfi3itt|a^ 
general budget for 'the.- forthcoming year; aiid #skAfor;P^^^ 
mthority. to expend capital within ;thkt buqget.; >,’ ^erU/^^ 
)pporfunity for discussiom where^ nec^ssaryr in Parliariient;;^^^ 
my, necessary reviribn" of their directive and. for any uharige, iri^eir 
sbinposition. Subject to .that,, they, would be, audibrized tdbbri^ 
heir work for .another -year. -yery much in-;ffie.;rame' way.;as- M 
It .a^sharehbiders' annual meeting ; wiffi' tbe diiferettcedhat^ 
iolders in ihia case Would be the coriiriiuriityi -vppr the rrestr^^^ 
yoiildbetpraake.ppssible the sariae flexibility, ;imti^ativu,*;quickde^^ 
ind- willihj^esa tb .trike risks as i are found iniwblliadmiriisteM^^^ 
^nterpri^sy: 'Vv 

. 'It ;'is- not -suggWted.^thritraU ■ this' 

:t;;wffl ribt^b'ej.y T.^o suggest^, however, that 


;:P,yBLIC;.ENT]ERPRrSE 


^aM5sti ine;\a?aDiy;y eaa -ixy^e^&pei /timidity, ' ossification .and - loss of 
?iiiaff6n^-itoinpe£ii.iy&^fficira6y,- ;f do..fe^ the British genius 

;{whff/itf tbleiat^^ to compromise and, distrust 

/’ofpui%;lbgic)/is/better other to find the desirable via, 

.;me^/o in/;pihcttce;^^^ before, it is easy to, state the 

Jfeiltiyf^cpnclus^^^ constructive detailed proposals must be , 
.ffpiind/M/day-tppa^, wpr^g. i 



chapter X . 

THE STATE IN IlELATIGN TO PRIVATE ENTE^RK) 

Bdt, whilst there is an important and, no douhtj growing field 'fo 
Piiblic- Enterprise, for a long time to come the greater parl d^ du 
economic activities are likely to be conducted by Private Enterpri^ 
. it is Tfiost important tliat the relationship of the State to these ariiyi 
ties should be defined as clearly, and organized as effectivriy,f.a 
circumstances permit. Consideration of this is the main purposed 
. this enquiry, . ; 

First, let us be quite clear that Authority (represented to-day,"by th 
State) has inevitably a large part to play in relation to any formed 
private enterprise. Let us be clear, too, that this is no new thingrii 
principle. It is a matter of degree, varying according to circumstances 
1 inention this because some people talk to-day as if any oversigfe.o 
private enterprise were a new thing. This, of course, is hot so., . Iheri 
were no doubt severe restrictions on private initiative under a' ttiha 
chief I There wasn’t much free enterprise under tire Feudal Systefi ! 
In the mediaeval world the hand of the Church was heavy niid’.,tm 
control of the Guilds was strict. It is true that the liberation 
typified by the French Revolution, side by side with the applicatioi; 
of niechanical power to industry, did lead to a great freeing of 'prd- 
vious restraints. There developed, in a real sense, a large meastireh.l 
unrestricted private enterprise. It found its philosophy ^ 
economic theory that the interests of the communily would best;^^ 
^ served; by each individual being free to seek his o\vn self-interest^ Vim 
no :regard, or precious little regard, for his fellows. We hTd;^h| 
“Invisible Hand ” working through the pursuit of self-interesL^.'rae 
' pendulum swung wide away from the previous restraints of laW’|ii| 
religion. ' 

But soon it began to return. As the resulting evils" 
apparent, tlie reraedies be^n to be applied. As we have seep, 
and Other Acts were passed, restricting employment of ypung chfidreni 
limiting houns of work for different classes regarded as learf ’ableT^ 

; . protect, themselves, anid laying down minimum conditions of^dip^|£|; 
: kinds;’ -'Minimuni wage legislation was introduced,, first in -a 
. limited form,; but gradually increasing in, its scope. Public nsSisjahce. 
Was "replaced ' iii measure by workmen’s compensation and. othbL prp-j 



^'Kionjioffl^eidptogigrkdualiyiinto -iJ^atibn on- awidetting / 

5 Wlaf;;fw 3 'and ” pthCT. legislation, came along safe- 

I^IrkiPgihoiinnckent 'd^^^ the less reputable manifesta- . 

dbks|df;uaresiricfekkpJ^^^^ this has grovmiup so 

^duaUykhkfbecpme^^ a part of our life in this country that 

^.kotaetiffiesklp' nbt f^iize the great extent to which private enter- 
prise^Hak.lCeased^ to^;be un^ But all this is accepted. Few. 

wdiild|\vi sh' to piii the clocfc.back in this respect Indeed; we most^ of 
iKi'ac^e|t#theki^e.^U^^^ its fdrtlier development, in the protection 
fif itlleywag^e^^ consumer as such and in State 

pr5iasiqn.I()i tlidycif}^^^ ' ‘ ■ 

■4^i;tius;'^hdwdyer,-^ consistent with freedom of enterprise. 

i%riftpipfe5iMd^ what the enterpriser shall do. It 

prorides' fpr ^fia^ orllie stated conditions upon' which 

hejshyfkd'.whatever ;h^ do. , This largely negative function 

df mSt^e^-ispbw'.geheralty as necessary and,, on the whole, 

:^;|s SPHERE OF THE STATE' ‘ ‘ 

!;>St&ps)pke'|iii^S^ turn, to lead to the necessity for ' 

|uU;iiirthe| ste]^i;,;:I£th alternative to work is really destitiition.C . 
te':ih.e;uheinpl'c^^^^ compelled to .'take Avhateyer eiripldy- 

remuneration he can secure, and 
whriey^nd^n get'it.-.C 'Ibe.econpmiclaW'Of supply and demand could 
y;®l^{^|i;i'^hat 9 verrcdst'tp^-the But as a inore enlightened". 

;9^hjcjen^ ;refuses 'tp accept 'the logic of this view and greater - 
Pf^yMdi},fi|,;.^ade .Xor; the . unem^ an increasing and natural 
^n^iliingneSsjdpyelops.^^^^^^^^ whatever, is offered. In-conse- - 

■i|^.P®p^e.. Statc"is"^^ responsibility ,for the volume of ■ 

^$.pi?5lpenfifi;;t6tal,nnd’‘ The* acceptance- 'of' this 

that‘,the State-' becomes hehyily inyolyed"; 
^)?y|t^|%l.Jwhich;a%ctS^die prpsperi^^^ of industiy. -It' is no longer. 
.®l!}Jply;.teioMier ^ the State thn policeman 'giiarding proji'erty : 
M|i||''PKsba:i'thejrefc^ ring r the Treasurer coUecting 1 

eyen,'Sthe'.’;faCtpiy :‘'in safe^airding’ -the Wbrldng ' 

?t'fl^,l^?1;^^r^b^^^^Yt?^^t^.fPti®e.',iitbe6orhe's'cohceinedin'ffi 

v.The. Budget-’cedses tp'bb 'a': 
:Wy|5r^-i!lPF%3^t-^.oilecting'y'fh'xes'and;..hecPm^^ 

;^^J^fflW5S|l?14ll*?^j?|;fdn(i,YWhere>'necessaryy^bf ' creatin 

Px^anige (depPndingf in turn',;. dn-thP- ' 

■ "Forei^ ■ relaf i6n:s' are;','' 



' IHE; CONCLUSIONS 


dir^tiy.. affectedid :'th'e3tt''. ei^nb^^ ‘ 

. ing ;a- 

reports,, such as'the BaflowjReport .ohifee.^ 


.;..This widening sphere ;of the State was.lmevit^hie 
wars; With the development - of transport and dpinmunicad^^ 
worid/has Jxen., rapidly ;shrihkkg)in.size,yand'neyer;sb.fas^ 
last few years.; EventS'an}nvhere in the >vorld;=can noiyiaffectyhnip^^ 
ment and its conditions here. Jf this were^e of a wprldat;peace;’ft i 
rnanifestly more so in a world shaken to, its -fdtmdations 'by; acs&^ 
world war. Every industrj' is now directly and jne\»ifabiy- aff|^ted;b: 
State policy in a score of different fields; Apart fromdfe rriost oh.yibu 
strategic considerations, the State is., now. concern:& ;,Wi&cever 
industry. Britain must be fitted into the fiamework df . the. drganm 
economic life of the world. Each indhstiy in ISritam must:bfcadju4& 
to the economic background of Britain. In a i world of -Washm^bi 
■Agreements, Bretton Woods, Hot Springs,, Ptrnibarton Qgks;^^'^^^ 
otlier sylvan manifestations, only, the State (in the cas'e at anylrate'.Q 
a debtor country like Britain) can assess certain situations .and f^ggeS 
the desirable course. . These- probleins aire .^bejond tbe'capachyl'l 
private enterprise. ; ^ \ ‘ 

We are faced with something which is much;:more;thanlt^>'iq|iw 
development . of the Factory ;: Acts: .The;, State tnUsf -pfdyid^^^^ 
economic, background. It musb.be. cpnceraed.to ieefthat'mdus^ 
adjusted to that background. There-mitst be sorne de^^ pfyWa'niun| 
in some appropriate form. 


■ THE PLACE OF THE IND.WroUAL ; • 




It, would, however, I’subinit, be di^srtous.if th^is,Plannih|'dey6iot«t 
into Regimentation." Just as, the State,.has;its:part to,.play,:Sp:;has;^^^^ 
individual. The. State ;is, in theory, just tIie;;^me; setiof,;indwi^^^ 
organized' in :a .different way :^but the 'Way.of pr^nizatipn|is^^ 
Without the opportunity for. “Merchant ^Adventurers,’l;eeo4pmib;p^ 
gre^- will lag. Wiidiout a .widespread dispersion of pespqnbitin^ 
power, of decision, and; spirit pfpmulation, the .whole momepti&pfbui 
econohnc hfe ydll b^^ ,. Wiftduf iisk,*thefe'can-jbq;^ 

mentVt 'Without. the possibility of ;due. economic indeperidenwi|;&c|£ 
cannot .bp real-political ,fi'fedpm.> We' must .find; 4 pme;mpans:pf£^nn; 
ciUng'jState Pjanning^.witii'ftee' enterprise: IWp ^nust- preserve^tliB:'^^ 
advehtuiing spirit of man ;frbm , tiie .dominance, rif.ithc;,;Stnte;h!acra^^^ 


|^,ptATE; iN,;RELA^pK ENTERjPKISE 

Sqnietiinelp&inost^w^^ ‘can throw light on a matter of ■' 

as I.wiite a- newspaper reference to a 
circulated to Fire Force 
tr,a important subject of “Chimney 



iif jvS6:&e^phfe wou^^^^ to exist respecting the correct pro- 

fcPdure-;cpn<^inung:.,t^^ above matter and this order is issued to 
ecl&i^iUie'pdsitidH:^^^^^^^^^ - 

pnjlp.'s^^^ an officer considers it necessary for the 

liimney'tohe;,^ obtain an estimate for the work and 

up®i?ah)-ajRjphcatipri:’:^^ the “ usual channels ” to- the chief 
£iioTial-;nrej:offi{icr.;(ac^ for the work to be done, iridi- 

atin^fe-cpsifjnyolvedy^:^^^ “tender” seems reasonable, 

Sefnwsfflty'autliorh^^^^^ be given in writing ; but, if it appears to 
|e|ieXpesMyP;'4offier- estimates m be obtained. Wlien the work is 
■^ijteH;’§atisfact^y,' payment w'ill be made and the amount entered 
ai^e^t^i^slijbbokih-;^^ in accordance with “Appendix 3, 
’ajrapaph'B^iss^^^ number 99/45,” the sweep must 

correct, must be forwarded to the 
the regional accommodation officer’s 
u,ihbnty^tlach(S;-j;^TOeh^e^^ has been foimd-in order,' tlie 

Cl5j>iw/|i|r&sqnabiie:'pro^ ' Certainly : what other procedure 

But consider if you can (because 
ly-lMSginaHonjrr^ls^'y^^^^ could be conducted on such 

?^||‘i'|]ffie'jpk^ent^o/ffie“^ may be 2s. 6d, The staff time 

(properly costed) would be many times 
||s;^iprafvr;du'-indushy%;m^^ given responsibility in 

If this trust were found to 
. sucked. ■ Tt'is as simple as tliat. It is a -trivial 
y||lhc6^;but;^ne/_cbuld'^ve’innr^ instances even in one’s own 

ihe competitive industry, of the 
things are necessary; 
apologies, the' State must in any 
'|^|;'^^0^;diosiiun'ctidha;whi^^ caimot perform for itself; 

f^®®u^^/l^>||i|i^ore'-scnous'Ones^^^ national safety and;' 

economic framework witliin which 
-Iri’ addition to being concerned' 
fM^rfciRg;;coiidhTrinft '--W ''Tniict''-’K^»y(;oncep-jg^ lq see that- there" is* 

^encourage work ; that the total : 
79;: ■' 



■ gjNCLUsiDNs^ 


of iiFestment priV^;^d;;pUl^r.is'fe^ 

■«* “+ ^ A ' a‘‘ - .1'. . '"' -■’ . '* A 



consumption IS, maintained by wise distribution of mcome;;?^ 

To perform these functions effectively' the State- musT^Sji; 
industry. It must secure the expert, advice of industry.- Tt muitdUfdrm. 
indushy not only as to its pohcies and ahns,' but US' to ;tHe|^^^ 
behind:these, so that intelligent co-operation niay be possihi^^IibiUj^tJ; 
provide a free and ready means whereb5' industry; can- submit. i^ owH - 
views. For this, organization is essential. The -Statp cannot .-ibot to 
deal with a multitude of individuals on questions of policy i'fhbugh' 
it must consider individual cases in the application of polick^;:' 

Having formulated its policies, it must be concerned to satis^dtseiF 
that, in the broad, its policies are being followed by. . industry tiandl 
take anj' necessary action, and be in a position to- take any necessarj^'' 
actioiu which ihejiitereiits of the crimmiinhj' ' 

are being flouted. ■ . . . 

■ All this must be accepted as the proper sphere of the State, tp-daydhi 
relation to industry under private ownership. But, and. flus is-itJie;: 
main burden of my. thesis, subject tb the best interests of 
munity being served and safeguarded m this way, it should le^ye.'the^^' 
very maximum of freedom of enterprise and decision to. the . ope^ter|^ 
of industry. They must see to the sweeping of their own.chimUsysjf 
The State, where circumstances Migrant, shoul.fl say what must nptbB.'; 
.done; -it should make clear what it waats to he done 
the. aims which' should be achieved and the penalties if- these aim; Srel 
not achieved. But it should seek as far as ever possible to;rehani 



an industry the largest measure of responsibility* which fliat 'indust^.l 
demonstrates , in practice its capacity to carry; It can .riglitlyisa^;Waty 
new industrial enterprises are not to be “ located ’V in, a- ceftam:^i&t; ^ 
can . suggest the economic, and social.advantages of another ar&fwhfcfe 
employment is required. It can offer iaduGeuienis.;to .go.^ there:|;}Bji|f: 
while mdustiy';.is; under private' enterprise it- shouldmeyerisPy; wh|re|, 
an enterprise must go, When it, directs decisiPus affecting the^|u^s||;; 

" • 1? j ■ i... *' ’ - ‘ .ff 



i;..So.long. as it is felt that a’particular industry can ;best:be cdtidutjted 
•by.private enterprise, .just'sb long, should’ decisions X>^thm'atfygenej^^^ 
xCguIation' Jaid down.' by law),rbe.-left ,tp the Judgment qfj*thp;s^cbn|^^ 
Penied j :except,where ,th.e. best, interests of the copmitmtv, clearly requite:^: 
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■^:-'StATE-' IN MtATION'TO PRIVATE ENTERPRI 

^ '£dl— the one most;. inimical- td ; 

tinder which'-peiinissioii: must 
any action can be tafon. Let the stiU 
pHyaty 3 i%^f<i'i^^^ judges quam diu se bene 

^g^jeT/n/^^ihg .'good' behaviour.' ■ Eliminate them if. necessary ; but 
W&e mw&nne don’t craiiip their style. Let us clearly recognize the 
‘ tWd'^fe^dtiyesV firstV of State control arid, secondly^ of private enter- 
r^ris^^uftfe.cb'tnpetitioh. Under the right conditions and if coiripeti- 
^ti^Ssrie^Uy senuine, the latter, wthin wide limits, can be a vety 
feSrctiye.nisfriimeht for securing the right ends, of the State! The 
KfrofiLmOtive ’’ be regarded, even by critics, with a much more 
r ty&^i'^etip eyh if it is recognized as operating in practice (as, in fact, 
jtiaigely ddesO .as “ the avoMance of loss motive ” : that is to say, as a 
:'jfi^siirihf idd, l&ding to a constant urge to reduce costs by increased 

MorrisOn said in a broadcast to the 

\ 

is' only One justification for either nationalizafion or 
'iy^priVate Owhef^^ is,’ efficient service in the interest of the 

■j'fl^idhly’ will secure this result; then we must 

tiatTofiniire.-;^B^^^^ enterprise can do it; well, then let private 

■■J'ffMferpnsefettminy 'Blit it’s got to be enterprise” ‘''' 

-y-. ' \ , ■ ■ ■ ’ 

RESTRICTIONS ON EltrERPRI ■ ‘ '■ 

‘-7 ‘ ' 

j^.|f ,hasV^t “fo.b^ enterprise ; not private exploitation dressed up as 
ffente^nse' t norresfrictio^^ masquerading as competition. With that 

I;4etftireiy ai^ee..> ‘Manufacturers have themselves soinelimes to face 
'Pri^nnfs, tvhether pity sub rosa, or respectably backed by the 
Mow .their own' attitude to thesei They can recognize 
ifiaf t& epiiihlhni^^ is entitled to take thO same attitude 

_'|^^tas^atiy;js^ilaf.,p^ by .themselves. It is said that British , 
hohOycOinbed with price rings and price imderstand- . 
;\lij|sV,y/iUf(shppre&iOh of‘'^^^ and misuse” oL patent laws and; that . 

;;Mfficiehcy%eltefs‘/ protection. The Tory Reform Coni- 

|^it^OTd•;^'^dls^f'UelS!dxhJob•’^^ ■. ’ -v ’ 

for a situation where it was 
losS' enterprising.” ' - 

;^0^il||o,«tf ;% hceriou^ damning fact' and it should 'be -put right 

;^|ll'!ildjnot-'con^effin’the-hiduslries ..where It ts'mo 

‘- I don’t pretend 7tO';]tab\V ’ 
be obtained Ijy thdrdiigh' artd 

S!?-- ■ 



riHE CONCLUSIONS 


la an inaustry wantea prdt&tion. and 

maionty in volume (probably ojperatmg at a j^glied leveroJeScilacy^ 
did not. Conversely^ there miglit;be cases where a ininorliy^dMarge 
firms .wanted authority to .enforcd restrictions and a 
firms wanted freii^om.. Each case would have to he copsider&^^'lhj: 
merits, regard being had to the. balance of . riew m ihdusfiy^^ 
id terms of number and volmne. In any case, howevetj whateverlife 
balance: of view, the determining factor in decision: 'WodIdHhd; 3 ^^^ 
public interest, impartially examined. . , 

■Incidentally, the necessity for seeking approval in this’ wajf (swi 
its necessary corollary of the possibility of wide and comprehenslye; 
investigation followed by continued subsequent supervision) mi^f 
well lead to many industries deciding that the balance of advantagelay ■ 
in freedom. The terms for protection miglit seem too severe. 
enterprise, with ail "the ha 2 ards of competition might seem the mpfe.,. 
attractive alternative ; and tire total field of true enterprise be ■wideiiw 
in consequence. 

In cases, however, where tire views of the Ministry were sought 0 ^ 
particular proposed arrangements, - it would have four, alternatives;; 
open to- it. it could either— ' .■ ' ' V 


(1) express the opinion that they did- not represent aay.unteas.oh'-;.l 
able festraifif of trade to v/hich exception should be takenK- .^iere^ 
would be wisdom in the de minimis approach. . A tblerant ^e^r 
mi^t wisely be taken where restrictions might conceivably , .tepfe^) 


sent a teclmicai breach, but be so small 

or limited as to'tbp.^ 

innocuous in pra 

be 'freb.; 

togoahead ;• - 


f X2) express the 

•bri^bh^; 

which .'could not 


default of which ; 


(3)'-inerely--ial5 



: -notice'; or; - ,, ;■ 

■;;, .(4)‘lieense:'the''propbsed , arrangements for Such.i.time and. irndef:; 
vS^bh^Gondhidnsiasiai^h^ down Jr' the ’licence , ' 

ifM tlie ■l^istry.'toOkah'unfaV^ view, and- th’e,pa^es:chndept|q| 
did-hc^iacoi^dts Vie^rtheh -appeal would lie to &e 
;fe!^i|f;appthhcfe;ma 'h.^t;b'e^right'■•3^;■;detail;;v,-All,■;K9'||e||f^^^^ 

t!ipiis;bSsehdal'f€d;||ty-;in3to^iate,h.i#pose,’a^ 

wii|ii|omdtcoMdeht^iiS'that.lh^e’i,questicrit-rtf'.m 

hrahtice>ahdtfe'Straraf 4 - 

16 .’- 



.THE vSTAIB -IN. MLATION TO PRIVATE ENTERPRISE 

S • be dealt with by a Tribunal or Court alone. . 

;r; The-natuf^ arising is such that they must be dealt 

!;■ wtjiyairg^^ continued and consistent action through the 
c^^ihisteatiye iriaichihe of government ; but 
i Wrong in principle and unwise in practice to 

|;i:jeave tb'% Government Department the final interpretation of the 
;-;7law.;<;; The Courts must be available in the last resort to protect the 
subj&t; against, bureaucracy; 

/There; must; therefore,^ ^ considerable delegation of administrative 
aiod;i^iscretioiiary powers, safeguarded always by the ultimate right 
pf-apjP^e^l ,tb the Courts. 

T;’Assvimmg this broad view to be accepted, I return to my particular 
I'dieme^WhicH is that whatever function the State may be performing in 
iTelatiomto^^ is. to say, in this as in any other connection) 

Tt ibbuld-db it 'm such a way as to leave the maximum practicable 
■ip^ Ipirefiierprise. Tohowing this line oi thought \ will set out in a 
'Jpllqwing* chapter how it would be possible in practice, even in this 
,'dfficultfrelatidnship; to unite the technical knowledge of an industry 
^Wilhtthe.^supeivisbry powers of the State in such & way as still to 
;'reiain;adbguatp room for flexibility and initiative within the limits 
?Ima-'d6vra"bvthe State. 



mpterzAi • } . 


•PlUCE;jPIXING. 


But,'; Ipefore we discuss, in more detail the, jDCSt pr^apizatiou fof -ciyer-i 
sight of mdusti^, . let us try to cl^.tlie ground by cpnsideradphof on^ 
of Ae'itto.stj jd^cui^ que^iipns- likely, to arise in-practice InVcphn^fe 
wjth the platters we have just, heen. cpnsxdirang, ndmfely,:;,whati^ 
“ excessive competition,” and, in turn, what minimuni , price fwo^^^ 
■be a‘;'fair.price” to the consiuner. 

: . Under & Jaisse;z faire syst&m -of private enterprise there is,. pfeoW^^ 
nospch-thing as.a fair -price.” The price the consumer wp^dpxp&t 
to, (pay is. the lowest price (irrespective of “ fahmess ’b,wWcli(;;Wiii 
produce .the (goods in. the quantity , and, the quality ( desired .jjat the 
nioinent., ...This inay be a price which .represents np mpre. thanva 
reasonably attractive , return to .the average efficient produi^f;. at the 
monienL..^ It .play, indeed, in the short run, be considerably dess 
.than ' this! ; . T^ be - so low as to make ' cphtinued pr^du^^ 

unattractive even to the most efficient producer ; ,or,.eveh,if(acceptabie 
to him, it may drive other hi^er cost producers out of .businessV (Tffii 
will not happen in, a day. Businesses ivill struggle desperkely tP-keep 
going.; (They vidll. write down capital, and seek accdinm6dati9n’'^ifh 
creditors. -. When, ultimately, they do throw in them hands, iisomh 
others will take, them over, hoping to make gqpd with the;’ 
plant by reason of their lower initial capital charges^ : The .buSiheiS; 
of, “capital consumption ” can be a long-drawn-out prdcess,(;paiMul( 
eVen;to,the efficient firms and reducing them earnings, to a pbinf;ai 
V'hich they, in turn, cannpt fully maintain the ' progressive efficiency.; 
of •their .plant ahd -provide for the long period research .add deyelqpji 
ment which the situation demands. Moreover, even the/uit&estsZo(f ' 
thb Consumer himself may- be prejudiced, as sources, ;pf .( sup|)]y| 
gradually dry up,. ' This can.be true bptb of industry atid bf a^ichlthre^: 
((,;;But(even if the consumer’s (inteirests are 'stiU served fay, tiiis;prOcess(; 
an^.; 5 f The most; efficient producers are content, wej'have; still (to (ipok^ 
at-ihe^atter from, a, \yidef angle: - There is the staiidpomt,,d^^^^ 
efficient .or; higher, cost producers themselves( who/gp (out bT business ( 
andwbQsecapitaiisTpst,;, Uiere is thestandpointbftheipempi^^ 
retipr.uiay vsuffen. continued ( loss pf\ eafmngs( a^nd yul^^ 
unemployment ;.>^ere is( behind all this, the standpoint? of the.’^m^ 



become vde^eHcti, /distressed 
'ipcial / capital - bo 

J»gted/id'%o%areas$!v'^^''iyi4otfs/spirai;pf /depression 

- ever-widening , effects'. ■ .We/,must 
/^e,s^ip^/thefe][dreMetpip.->^^^^^ press .the argument of- die survival 
-pi|ttfe:;io,\v(est"/costi^ logical conclusion. / We must ,rer 

;(iQ^e1ffiai///^bweyer^ to dei^e,. there' may sometimes .be 

4itCM&tanbes;m'4«Iiich;eom be excessive,-’ .and -call for 

/l^bfprganiied/kqtiop^ , /. . ' , ■ ' ‘ 

|?0^(iffe/;ptber;liand,^.WP/eanriot pontempM a moment minimum 
;pdc%dysi^ed/:to:maintmn business all firms' in an industry irre- 
;^^yjet6i-*effi0iency^ lie's stagnation and, if on . a large 

;ib}ipn'gh/scaieynatiQna^^^ . • . , ■ • ■■ ,, , . 

/y^^ereViCa'Seiisxstabff therefore; for .some - degree of- minimum 
/pri^J-fi^l^^Wg/ muit-'g^^ clear nnd careful thou^t ,tb', the. basis 
•b|'!;|ifiich'j{thi$|istto .bey'opeiat^^^ The .price cannot be baised -simply 
|iip'^n:^He;figures //of: the -highest .cost producer, nor .upon those .of the 
f|o!wiqst)|3Equally;dCismsu^ talk about '‘‘ .costs of the producer 
/bfr'ayem|e/pfficieacy»”^^^^^ ‘‘.costs ’*? 'Are they to be,ba'sed;on 

',m^Tp’ml':|bsts\o^^ producers or the prime costs of leSt 

.^effiaeijt jiri^yceyy-.'What^ and is .the average cost toe 

ihigliltqJbe^accepmbleA^^^^^^ It is .difficult to. suggest /a 

l^^fbtelaSgenefally .allTudustries, r'-Any minimum .price 
Vxfiqfiia:.|be;yeIat^;to,;n ^ industry at.h particular, time and 

:^^'e^(|tfy;/qnj,,<3emAho of its justification. Buti .it 

^®/ .level to be chosen *should‘,b,e arrived 
.costs of different producers. , ;Ti 
.ffie /costs of - either ..the lowest- or - the liighesi 
.some intermediate point. Moreover -tha 
fixed. ' - Tte is, a great deal to be said, b'oth it 
..•.^AiriferestS" ^ of coihmon sense, for giving a bredthinf 

•yfi^de./lqAless/^ in’erease. their' efficiency aiid sc 

.-’There might, for example, be a ;ca'se fo; 
should for 'a' certain period.be baser 
three-quarters of tlie .hay' up thi 
Af^l^f^l^J^pil.P^P^ipostljarid-then; later, -oh -the total ebsts^.bf. thi 

' ;,AltemariVely,- the -pria 
of thepfoducer sometyhathi^'er uj 
^®-||?flA||;y.p|&;vinMqh ca®ei o'fcoume,'^^^^ 
IlfSplt^l^-’lqYelS-mustjb^^ theSumbe 

>I^|E^?i?^!^pp’^?^.'^4ptnbuctitjh;'may''bejn'ffie:hah.ds'pf',lO''peb,cefi 
/c/ntffib/ufoducers/y" ' 


:^;-^-vcbNc£us^6i 

■ f'' I ‘-f 

, v'ae.efiect'of 

matic^^y ;t6-£»ring;-:d^^ tii^EjcShimi^ 

. re&aming ' ja'1>usine^-faUi'w|tfa^rmCT^smg;efficieac|’$ 
be readied yi^etf11ie';iidniimm |)nrej&|lr^^ 

= •' In - gmnting'. aBy ,}ic«nce^>{(bnVJli'e;;l^^:idilbiia|^^^^ 


The question still remair^ as .ta^yhqr;sh6]Wd 
any- subH, permitted inihlmim ;'pnbeK-"s1iQ'uld;-|)e 
Clearly iishdiild iibt-bd left>s6ld^'|tofti^Sidus|iy^;i^e^^^^^^ 
be to throw too heavy a!binden oiresj^nsiBMtyr Bt any^ratemnpffiif: 
lim.es,' on any ‘eldited industry 5cpmnntt^;V|ioweyW^ 
tfaougli such a committee nu|htweirbe^asi£.ed;tp’:pperate'|?SG^^^ 
the formula had besh laid^dbym.^ ' If .;c6uid|be deftftb^ra;'J^6^ 
We-have seen objections to that.-'%'could;^be;ieft;ib,.^OT^^ 
accountants.' They- would be'''disihteieSte3<'and';'pr<^^^ 

But, they would only <rarely •be.ucqhainted^withs^;-^ 

• ■Stahcds'.-of ' the- indust^. - Gh tB'e''rone;diahil,t^tiierefb^^^ 
prices .On. -a- basis whiclB while, satisifying, sBmeiiCfentrafe|n^^ 


IThere: niay: be 'ho. -single ,best.#ay^-:but^the:;spluti6n.T;^-:^^^^ 
thb hext’ chapter - will be that'-pl'-^^nees^sliggel^Vb^^ 

<v.ai-<io in.'on .HiiderienderifeGovertinieiitv 


industry^ and ■finally^ appfoVea';by appfopna tb:;Gbyd^ 
,*in the light of ■ifs:bwh .expeits5.repbil:;^ 





'.GHapteir Z//- 




ENTERPRISE 


as we left it in Chapter X. 
K ;W^s::|4'p^ji^\ti&t has a large part to play in providing 
bf^ieps%tiqn%eilain:3hihi^^ and conditions designed to 

M%'PrdM'wqrkCTs M#^^ and in their nnemployment, 

in^flieh sicicifMs.ahfen and.certain minimum standards 

p'^hality':fpr;:^es^ in' turn to protect the consumer 


|^M&ex|)loithti6n)^',T^ will continue to be administered 

t^Ar»i3rl-m#^nfc Til© ISlW WilL b© TTIflctfi 


h0he;a)ppfbjpnate';G6wA^ 

an3>&flaw-wm 


^0t^W&'khgge|t&i^IioweWrv.t^ in addition to this, and in addition 

in connection- with nationalized 
mMs|fi6|i:fe'$lfetfe?shbifl'd^ ’- '' ' 


V ;iiN- 




r^(})j|)^qvide'fi|eV:brda4, economic . background for industries still 
imjer{pnvafe^n|ei^^^ ' 

!/Ci(2)yiay-\dq>^j‘tfeXhrqad}lines^ in relation, to 

in’dus^^ahhfthe aims/tp:bd achieyed - by industry (for example, 

policy, the necessity lot 
q^eieiie^laM^thq dfciigatio^ and to consumer), setting 

qiiTtfiesejtiffls^^Ossibljd'^^ of principles to be followed" by 

m|pitQf^nd-seef& as fan as possible conditions are such as 
to'makp.-t&acjiieyemeht'hf s^^ 

jii;-' it.--- -being achieved in practice by 



th^e'fmterest's of the coriimunity might best be 
;^??t^;%-iinkmg'bq'the qrgpniz^ the State, the driving force 

jd|^5^'^nd ;genume/priv4tc,-' ;- by- giving .the greatest induce- 

by exercising any control in 



>^?^^l,^es;WElih|;'td;^jWellbb;p|'tiqh^^ • 

best' fitted to sCCiire ; 
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organized^y. Ide^Iy ;i&'ere;-;^1j'ou|di;Be?qnej,'6^^ 

wiiich;;private indust^z/can 'fe diredSdft ■addi.g^daiioe'^nlltHls 
■broad que6tionsyo|;..policyy^;„'niis'dsJriptid:a^ 

Miiiistriesyof Iiabpury.bFH^&^ypBSwiit’IosM'anc^i^^^ 
is not to deny- 

financial policy;" , -It- is not;;, to {suggest;iiiali;^^j|s'nbt ai^fimpbftf 
tp,;be'pl^ed by. the 

hdweyer,' -.that ,a|iar as possiblpi-'bdtK^^^^^ dplardsts •and.il&fair 

,ness' tp indusb^f, IState vShoTfidfKayeyon| 
wonld.act>(as in:Spme.meas,iixe:.ihe;iBdarS;dflTindgtdpes;'|^^^ 


. • What 'is Visfiallzed .-is.'a ' Ministiy^pMfidusicy;^^ 
f diind^ p'pon ; the..Bbard ' of iTrade and ■ absorb ^pmd ;6f : i[t|ji^hcMa1 
ppr ,'pur, pitfppse, its _nnim'|unctipns-,wp]ul.d/^^^^^ 

4^^ A A "M #4 ' ur\ « i <«i"P _ i-» ‘ 4>' '• £»' 
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'a;s 'the;' Civil; -Seridcerpropefyiand.Woyfar'fnsyippssi^^ 

:bufi ■'in;a'dditipk‘;n.nd' aVan,,P5senitial ,^ 

4... J "’ y**? * 'L''11-1' 'iJ.. L’l-. — .1.^ ^yfA' AAAJrt'A»*»^ ?f/V'^^T>l 


' • ( -, , ' ■ ' ^ ^ .'''•’' ■' . “ • ' *i/<, ' - r ‘ ' ' —' ‘r ■’■ • .’i'’ * •' ^ I % ' ' 

danguagejbf;;indu§;^ytpinnderStaiidrits.prpbl^ 

■shdftcdmiiigsydn-inptjlesstji'ak^ey^^^ 



;:l)r^Vfy^iyjlSerlantt6"d6arw^^ 
;;|bs'sl6n16fnidulbial;'dd3nims^'ton3s^n^^^ 
tyhyy-';31iiS'dPbsh>t:|n&hlSve-,dPn’tlwant;acier^^ 

/ •- ' ^ ^ 1 » y ' r *'* * ^ ^■'‘■* * * * “' y *'^•^1 ^ " * ^'7* ^ ■"* X f y A 1 

‘ A aA Arrt. rnriAM ‘'o ..llot^o **' ?r^1 



-. •‘^^ouim.g\ic^ss- wiu: ui^ iuj. 

lii^f §^|e??ivi3bV&¥il|l‘l'fcc^^ Tieed'men-.Who. B^ve'-Won .,- 

-Jinrl ''«f1in'*twnlild .hp ‘ cofreSDbffdiii^'V'. ^ 


pii^nl . ;be "cofrespbfifdiiiglj'. 


, ho dbubt, be fbuha \ylib would 


Be:wifin|^aMnffe|:t^^^ tb tKe service’ of tlid State provided 

^Ctd- StiltUS» 


tnej^i^AfeW'pffefed^^shifable^.c^^^^^ a 

|iaii^|lflch)ha0^gi¥4t-ihe'^^ -would be a . 

IbpMStt^bb’Meh^'eiid^i^^ that they should; sevef connectibn with 

draws ^xt-dnie directors to 
semibh'.Phblic;6d^|;diadoh^ in the chapter bn that.sub- 

jKtll^rbihlheisainbjstaff yrauldbe'drat^ representa- 

||i|;¥#¥bHbi3h;t%:Tbd in tlii^ chapter. 

civil ,'servahts would be out* 

|f0;6|-;J{he:;tjpye|hmeh^^ than -is the case witli ■ 

IdiMisfesin .6oyetntrieht'%rvK^ The' ^Ministry Wbtild hhve- a babk-. 
hbhb bfptpSbciassTp'emdnB^^^^^^ with their- knowledge of 

pg(^c^entMnitnis|c'ati^^ PaLtliainentatY pcbcedure. The con- 
%btf§ib't1tt^b?.dstry^;WQUld■hbIh^ be through the-iridustrial 

Becbme itidustrial civil ser\'aht. • Their' 
;^uh§|tM'sd|gested^3h^ ' 

'¥3Viihbut;.pbih"e^^^^ any ■ inarriagfe ot the State With 

■"^"“‘wrsjfbr^bdmbd.tb.^^^^ After, considerable experlerice; I ahi' 


'^hlincedijpf.dtljat^ibBybh n Policies alonb; hoWevef' 

'Sbundiy-ilh'flsivl-X-Wiil'' fniV -WUhnnf thft" 'rirrht inct-mtnehtS'. 


sbiind^iba^jc^-^ the. Tight instruments. In their 

^o^licei;.|2it|ier;jhdus hedged round with festrictions-’Which 

|ei6;|^tfby;iiintiatiy;p;'an^^ perforce, we shail ruh the risk .of ' 

;|^;^jseh:^oyefhtfcht oTm not best serve the inferbsts 

have Teal khb’wlbdge available dr' 
s;^fiiy;§hf^yb^t1Htiihidity^^ would like; tb cohsidef an 

%^',ihbri;,^|)hdt¥d.bk^^^ pi: view on. this subject ■are'; referred to 




bphdy 

:-lf-?!^M^ifK¥eacii;'indu^ homogeneous unit ~of ■ industrial; • 

cjShouidjh'ayefspme^^^^ prgani2ation,-;of organizations^ to : 

cannot .be expected . to- consult .with - : 
;ffl9Mbbal'husihes'ses''’:bn’m^^^ nf .'firnad -induKtrifir- hblicv. But’’ at'', 



TKE^OO^ixUSIONS 

(1) those, industries which are^ in fact, nomahy organ^d hroaiil 
, on a basis;. of free competition ; which 'do, in represeiit^fre 
' ehtei^rise ; where the interests of the consumer are, in fact, ndfmali; 

, safeguarded by' competition ; and which do nof, in iactiUeek' .t 
impose any monopoly restrictions.; . . .. 

and, on the, other hand, . ■ . , 

(2) those industries which, for whatever reason, ho\yevef .'gpod,:di 
impose-or do seek powers to impose, restrictions on what they-mgafi 
as “excessive competition”; or where* for whatever reason,.;] 
cannot be taken for granted that the consumer^ interestsnari 
adequately safeguarded ; and 

(3) as a separate case, those industries (whether failing .within, (1 
. or (2)) where the Government find it necessary for the time beioj 

to exercise a degree of control arising quite independently of 'th 
wishes or views of the industry concerned. By this, I ineai 
industries, for example, where by reason of a shortage of a mail 
raw material, the Government finds, itself compelled in the intoresti 
of the consumer, or of equity as arnongst the producers concCrri.ed 
or both, to exercise control over allocation of raw materiall'fr 
finished products, together, probably, vith controls over priw^dni 
other matters : in short, cases where circumstances cominonly^ounc 
in wartime do in fact continue in peacetime to such an. e'xtenk.tha 
some form of continued Government control is for tlie timeheini 
, .h^essary. ■ ■ 

Clearly cases (2) and (3) can be sharply distingnished.- Case .(2).aris« 
out of the desires of the industry for certain controls, .Whereas in^^st 
(3) the industry may desire nothing more urgently than freeddm frojri 
all controls and restrictions at the earliest possible momentl <^sel(2> 
may; be.. a permanent or quasi-permanent control, whh,eTCase;;;(3):ma^ 
be entirely temporary., until . sonie external condition’ Of.,sho^g|:^s 
removed., Wat they, have in 'common, and what 4istih^shas them 
from,- case (I)* is that some form of public confrol is.for tiie time feng 
necessary. We have to look at them together, therefore, and.iiistm^ 
guish them from case (1), simply in terras of organimtion mjfaiation 
to the i^ate. •- Pearly, this is no reflection on thOse,ehgag^:% indu|0e| 
■falling under this caSe.'lS). ' ’'V 

- . Equally, in parenthesis, let me make it cl^ that ih- m^^ 
broad- distinction betwe^ cases , (1) and .(2), I must notibe ^a^n^^^^^ 
su^estmg'that tii& former are; “ good *^'ahd the latter. faa4l^!^|fejis,g, 
practical; dhd mot n' motal .distmctipn. ’Pid -former ,may;;md|&3,;hfc' 
.cpmpetitii'e against; th^^ ..wishes.!^ The'ialter m'ay . bdvd^a 





knowledge of all the. 

liistifv flnv mn'ral indcfnent. 



■ It just-happens that.my experience 
well have Iain in the latter 
^lahaSii^iii;.pStfichlaffcir6u well have justified some 

■jMe^i^'pfx^ri<^'ioh^and-stiU'|elt'^ servant of the community. 

||;7d|ifedistin&Sn''iai how^ importance in relationship to 

;|ih|];State;;aa(i|invtehha!pl'dS^^ What is to . be condemned is 

restriction, nor -indeed of nionopoly. 



Sh:Vefj.'^e;im|ror^ ^at the action taken or proposed to-be 

r jtafefi fie • justified to the representatives of. the 
■-i&i^umty; nHd:sMduld'fie^ under the supervision of tire com- 

J^m^iitj'^^iiifou^'jts.fih’o^ The question is not whether 

controlled, but whether action and 
[Jnta(ili|«'Mthese'in^^ of being anti-social in their effecte 

control of industry but control of 


:^>^lJr!'Ousj=m^psMon-% our particular theme of the 

|*l^a]^tiqmof^tiie;^Plati6nsb and private enterprise. 

clearly between those 
and; the safeguard to the consumer 
a'!>€^;^Bf^P-^^^h^-and|&ose, where .’(for whatever reason) enterprise 
?||f4%%fflev^^tej|br,;|e^ i(e^^ fe^ricted and where other safeguards 
font tie foraiCT we need is organization 

fojr supervi^On, and 
In-'the former- we heed an 
consultation ' or . for voluntafy 
?;l^f|'^ratjye';h'etiohib'r;'.^^^^ of services^ which, . for -the 

as an “Association.” In the 

:vllt^?lA^|>?^c;^i^ififgi^??^HoA;designed"tO' exercise .effective control of 
i'Ceita5nrnriiwti<icr .v,4ffti:.j;:;iv:^ : will refer to as'a 



''t* ^ '\ ' tt" "'\t- “ I /Tl'"' ■ < 9 ’’ V** ^ T uiAv 

JMM^^I?SjS|tT^^,e^AssWiafidii,s;a^ . 

f Board)'would;generally ■ 

df this natiire in the ihdtatty. ', 







iviom.uci buip .(^as ..me :^;. jivi;-recoj^ena|.woma.. be^dtetafy; 

investigationj showed rdiat.its 6bjdbts< wefe''.iibt ^jh^-aiiy' way ^dhhs^'^lS 
/ 3^ or, to publ^ poiic^^^- wdid 
■ . officially rbCogii^a;'pr§ah\6f.,bdhsuMdofe'di\tbbM 
, Membershh)'. w6uld;'be': o^:#, 

The State wdiiid -only- 

orficanizefi as tnbK'^ nr K^'hnTSoMf'.nf .'br»5Tiir.^ 



membership woffid^^e; a certam ■3bss.rb£;iifoi0^^ 
opportunit}'' to Mfliience the -pffidally.'ifh'tbd.^yig^^'^fi^^^^ 

tncrfstliAr vuitli' flip 


Association. 


of thO'benefifc Of any .^rvie'es. ■prdyidedi'hv^the' 

"''"I ''' - /'V 

kWi^^r~TMtif>Tif’'/'1rS.Vri*'r «•’'•' 




....jpriWetwberi'JEfe- 

' indultry arid the Govemhient oh'fhnyrmattef 
' (2)' 'To fepresent ■ the;' View's; of ;the-'-indu§tfy 
< felatiohs^- ^ ' • ' > V v, :. • y. 

. (3) 'To collect . statistics and pfomote: thd'mC4rbfiahge\d&mf6!^^ 
tion between members. . • .•' "^ • v 

(4) To establish efficient and uniforrmlri^iidds'ofpOs:^ 

. ^vout the iridustry - •'■ '. •>.-■' ', y-^V' j' 

'■(5) To promote ;ffi0-dOvdopniOht;-of'e^drf'ttad^;;i^A^ 

■ (6)' To eiicotirage ih'diyidual- ■ahd?prohi6t^?cp*p^^^ 

' (7) To 'pf omote; ffie • tdOlati^l ■>ahd.ygbne¥|i.'icnpvd|c^l^^ 
engaged in the i^ustry-^ '•' V ‘ '--"f 

, (SpTo. assist m the g'eherabiMprovemehf pf '^alij^'M 

ind -to nroriibtO'WliP.rft snitafil^a "diiefdearee nF cfnnrfnrHiyatTrtftVy^S^^^^^^ 


ilel . , . , 


. (9)'T<:^stablish a^j 
■ , ■ ^'practice' ■ for the- ■ guldanc'e-' of - ffiembeW,' m'^'ehif el|dotfsy!^^ 

; .’another atfd. vwth^ffiendmpldyeesand^twth'fhdge.-f^^ 

■ ■' lmynndtOwhom'th^geih-;'*v-^yf 

y:it''ffiight;ybeTduh'dfadyisabloTpf:,-a;-G'pv^itip; 

■' -attend‘.Tn'Effit1npsl''v\>heftf'nfi{^Iss3'iy'.Td 'exniamVtbw-:t^vMvh?netfr-bm 


■ attend;iheetmgs,: 

; ' View , and, :td ascertain in 


,_,>spciattpn’p 





,0* ft'i '. !:; I’l 


_ .^OS€r‘*. vb«v * WJU I a^v* 54 **•' f •.JLJUXiSV/Ul *- - 

yTl50tt^Ph^yj3e5nd'ipn^(^'^«lns;y^^rd;MihgS^ 


m; 



'-‘A? ■ ' ■ 

-M&jisiens;^r.ot,M^;sb^ exercised by him on behalf of 

iilfpd^ai^entyijrfafe/ ;would be & voluntary Association 

l^'eVdl'^pcialipri^^^^ associated or federated with one 

inpflier'fim^ : and means would be devised 

:cflp:uting-€^d^^^^ Of-.tiieir views on broad issues of 

ndi^kh;p‘6lic;yT^ body lik® die Federation of British 


INDUSTRIAL BOARDS 


v|r^efi\is/|af\cduK novel in these suggestions about 

rmdet&dcidtipns' as su^^ as, regards Government liaison). 

rifeyre^rMent in many industries. Any novelty lies 

hfthe'iise 'dP'wKa^^^ contradistinction, I have called 

.is that where (a) the Government decide 
Mt.;a 4 iS^e',lif^ by an industry for the exercise within 

^ •« a' C Jwtaa'aaV £a a «« MM n Maa M 


^ ‘prewotisly 

igperfsupljcwibri^pf.-^^ or (b) the Government finds 

tselfi;;Jpl^ybaleTC^ to exercise certain controls on a 

ik'^etilkr.^dust^\'me:^ instrument for this purpose in either 
:as&#pj|d^l^' an.IndiwtdarBoard. would be operated in peace- 
^S'OH iprae^fiat'jsimilar dines to. Wartime Associations described 
nV|^ipter::1^ii;ti:&^^ instead of government by external 

e^i-!Drders*:^and/br jby internutte^^ by some Tribimal, I 

Vould;;sug|e|i!^|-pOTnanent Industriai Board, authorized to exercise 
:^m>^ifepd-pdyem;^;^ to perform certain specified functions, 
K%ti\the^^iS‘df, &e;^^ or directive issued, and subject 

:|>^.^iprifi(fip}^;iaid dovm' in such licence or in separate directives. 
:?i;^s^patd.LWppid^ main of leading representatives of 

effect', a “technical civil service ” 
^pliMglt^te'ldrgOlyfdfaW^ the industry.- It \yould perform 
l^^io&pnjl^eh^ifc.pf wen as represent the views of 

be self-government. It should. 



<®Av|li^®^W;beijsnpp6rted;soIbng^ and only so long and so far, as it 

V. ... pj^cipies Jaijj by 



V namely, that the State 

... rs . r more nominated repre- 

to the .Ministry for’ 



further consideratioa and meahtimei in so;far-as.n&cessa^'0^ 
ride any decisibn felt to be outside its, authority bt cohtraryHpVp,^^^^ 
policy or in conflict with the aiinsund principles laid doWn^byith^ 
State. . ^ 

Whether such Boards should include trade union representatiyes is 
a matter for consideration. At first sight I should think; npy^~^ itfit 
organized industries tliere would be likely to .be National, JoMt^dus: 
trial Councils capable of discussing economic, proposals afiecting 
employees in the industry in a far more effective way than couid be 
done by one or two trade union representatives on such a Board;!. 'K 
the unorganized or less organized industries there would beffUrthei 
difficulties in securing due and effective representation for the:%boui 
point of view. In short, whilst the employees’ concern in the ^industry 
would be fully recognized, it could, and no doubt would, be better ,ihei 
by other machinery covering the industry as a whole. as distinct from 
the particular and possibly limited aspects covered by such a .BOmd: 

As to representation of consumers on such a Board, I doubt whetiiei 
this is practical politics. Apart from anything else, there is jiiways-;^? 
prime difficulty of findiug " representative consumers.’’ -Their iutereSts 
would be one of the prime concerns of the appointed representatives ^pi 
the State. - ^ ^ 

In the case of these Boards (as distinct from Trade AssOciatioUsj 
membership would be compulsory ; and the constitution would haycbo 
be carefully framed to the satisfaction of the State so as to secUre^due 
representation of aU the different interests of the industQr. ■ 

Whilst such Boards are proposed mainly for the exercise:; under 
supervision of such restrictive action desired by the indusfry bsimay 
be approved by the State, and our arguments are maiifly, addressed; tp 
this aspect, the same organizational approach. as we have seen;b6u]d 
obviously be made in other cases. For example, a Wartime ^Asspciar 
tion such as I have described in Chapter VII could be, continU^ nsp 
Peacetime Association to the extent only and for such, thnevOiiiyas 
shortage, or other special conditions, justified this, 

, I would hope that the general case for this proposal fot^Indbsi^l 
Boards would appear from consideration, of the experieiice^.outiyned 
in Chapter \n .(paralleled no doubt in other, similar .dir^tions)!^ 
Briefly, however, the reasoning behind it is this : v-. • 

(1). No industry can properly claim tO exercise nipnopolycpbwe^i 
restrictive of the. freedom of those in the industry^ pr.pfj.j^feptial; 
.^entrants fd- tlie industry, or capable,, by eiimniating;cdm^titidn;^b| 
operating to the serious prejudice pf cpnsiuners ,orto jthe;^^^^ 


w'. >*« »V'Y'T t’ ■ /nn •t't rrrx 


v4#4'«iT-»4‘ ^oi?oo W/T^ArA ctirn ^nAWAffi- • 


t1fe;icircmhstaiices, are. justified and 

•■ ,-. ■' '; ' ‘ _ 

granted once and for all, 

Siie;;^|^Mias?^liicli))^6uW.have'to'be m would be so many , 
f|ai|ifSb Itndil^cframedjasftq^be;^^^^ to. make for rigidity; and for a 
dl&oss^^ would be detrimental to 

^||^'(0’;^qmoYeri)if ‘t^^ were, dealt with by Order in this- way* 
l^it^pWd to tiie'less scrupulous members of Ae 

>;^^’fus^|n^9;ways;aiid;raeans spirit 'of the safe- 

j||||rS^th6ut!.epniraVenm letter. ' . ,.■■.• ^ 

|;^.'|^;jiiie .ihapnty?^ are men . of integrity, quite as 

the community 'to serve the best 



«aii||!|e -persbiia'^tie^ latter a . most important- 

jexpertS' should, therefore;; be 



U3U 

y.-paui' 


fk;|(^;.4;^^di|;|a.^eftimd^ be directly and intimately. 

.industry in this :corinectioh 


e, act- 

.,v.,-,j. ... — ibard^and tyith a right to^ 
-/®tj,;bV|m3ui^;yote.’;A:;^lirpugH^;theiricpntinu^ 

"ldiqwled|e;df the affairs of"tlib 


quick decision and smooth' 
i;0S^||fflo^bus;Opmt|6n;|jq’hemddntm^^ at the' 







obtaining guidance, ab^^-assistante/and quiet ;decisidris’%iidre?^ 
were 'called for. ■ 

I believe that somq sucTi approach as'tliis; is entirely:, 
the British genius for comprpniisC, flexibihty. ahd,power:opddit>t^^^ 

I believe that in the great majority ,,of -cases; if the 
offered, and the appeal be made, ior a spirit\of/stalekmah^^^^^^ 
British industry, that spirit of industrial stateManship ^wM^ 
coming. Again, I speak from proved experience/,' ^t is true3^ 
industries would prefer not to have subh Boards.' ,.^ 
is that, under my proposal, they need not have them! - fThe/sugie^^^^^ 
is not that every industry should have a Board, but ohljr dhatjt^^^^ 
industry desiring to introduce, or to maintain, conttols which m^e^nil 
a departure from true private enterprise to' an^exteht/<^pab^e/p^^^^ 
prejudicing the public interest should have riich;a Bbari'jCdndCdVe^^^^^ 
then only to the extent of such departure. As I have haidrit.hii^t.;-: 
well be that tlie effect of this proposal on, the minds of those inispme’^^^^^ 
industries where restrictions now exist \vould be to restore fidl freedp 
as a means of avoiding such ne^^sity. Freedorh 6f^chpice-|wdM^| 
remain with the industry.' ■ ’■ 

• In brief, I •would give every„ inducement to, industries 'tp/bohdueP^ 
tlieir affairs (within the law and the.broad framewPrh'bf’'ddyepune^ 
policy and in the light of any , codes, of principles -laid - downSbfftiipj^ 
State) in the true spirit of private enterprise, with aU die adyantage?/d*'-"’ 
initiative and adaptability associated with , it, and-wMi ah dup|ke^ri 
to the interests of' consumers and the coniniunity.;’ So lpng;aSl&eyj3u 
so they would enjoy freedom from any detaffed adnuhirtratiye c^^^ 
Apart from the administration of the Ja:w, the.Statep;fimctionsjp'p)^^ 
be confined to satisfying itself, as necessary,. tiiartheiindUs^:^^ 
fact giving (in Mr. Morrison’s words) ‘^efiicient serrice 
of the nation.” In face of this inducement I‘wpuld-hppeifor/a;3i^^^ 
appearance of restrictive conditions w^here/ they/ Werphot/capable^bf 
full public justification. 

To summarize; I wduldrefiise.to allp'w effect to, be/giyea-tpireiniC” 
tive practices in an industry calculated to deprivp the; popsurherfpff^^ 
safeguard of conipetition except with the.prior knpwledgennd-^^^ 
of the State.' . Wherp approval was sought and :^anted I; Wpdid,&^ 
conditional upon idle setting up of a Board:iip6niwIuch®^^^ 
be represented, -wlth ,fuii right to ascetmih'.hpw dnjfdest^^ 
were being used and with' full power 'to' cpiidplVsuch .use./|^epb^^ 
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y i? i ""i rt i ^nnilpH n f* itK(» ^Wf tra ii 5 t'i n o rirw 



Jmfnlt^jilnto^stra^^ 

|j^3K0'Wciiicethfe'^^ State with a minimum of bureaucracy, 

rmd je^mentation ; .' ^ j 

i‘f rlP),|b'iead;M in their vitally important work, to regard 

■ltSj^State;aS;i'^hiOT^^^^^ help, can be sought when-con- 

p:|itions'^^ahi;‘rathCT^^ . as a critical, tininfonned and hostile 

'■:/'',••■■■ ' • , 

g^^^;^b:^iKe^the:in^uWw^ he is a trusted and valued 

?^e‘Sh6h'pf;'so6iefy^^^ -i', . ' ■■ 

full sense of partnership in the 
s^t^Vfask bf dSt&g Bntish iridustiy to meet Britain’s needs. 

that development along these lines will, 
is.m with the British genius ; 

inOi,atlt!astiritis%orth;tfae altempt. . ^ 




Chapter Xli 
SUMMARY 

There are various ways in which the writing of a book of this kmi’ 
can be approached#- One is to state one’s conclusions, baldly -at 
outset, and tlien proceed to marshal facts and arguments m.^uppm 
of those conclusions. This has, at least, the advantage that the tGade 
is clear from the outset just exactly what is proposed. ; 
state the facts, then to analyse them, and dien to examine^ lhe wariou 
alternative policies open to us, stage by stage, acseptihg oiiennci reject 
ing another, until, by a process of elucidation, we are-led to certain cofi 
elusions. This is the scientific approach. It is the approach -fetickl 
culated to avoid bias and preconceived views bn the, part of thejOTitei 
It is the approach which the reader who claims nbj expert Mbwied| 
of the subject should find most convincing, , . ' 

At any time I prefer this latter approach, and for , these msom 
But, in fabt, in this easel had no alternative, Thisj bbok'rejpresehis^ii 
careful full-time piece of research made in the quiet of rite ; stu^ 
wish that had been possible: the Work might then, have, been. 
done, and the, field covered would certainly have beeii OTdetV'|;'l^-|act 
however, this book represents rather the notes ficom- the 
executive, written in medias rer while actually' engaged in {grap^liiig 
day by day, with the problems discussed. To take'anbthrfranalb^. 
it represents, not the views of the engmeer-designer :ih ;the;quietipf % 
drawing office, but tlie log of the working engineer in fiie^ship’sjebgifii 
room, written in the intervals of oiling overheated bearings andiTOthii 
sound of the sea. Acbially it has been written over} the ; period^ 
1941^5, at such odd rimes as pressure of work has .perinjtted;:tM: one 
case an interval of fourteen months elapsed, be^een two cb^ec^^ 
chapters! Incidentally, this long period of ges^iOn- may ^ 
some nieasure excuse any. lack of rteshnessrtKere :inay:.^; inlt^rtaiii 
ideas expressed Uffiich, if_ nOt quite -new, ;.were}cert^ly:'fesk 
debatable when first written,' but have.since been more iwidelyh.^pi^^ 

. In these circumstances there was clearlyVno aiternmiyeS^^ 
at the beginning, and .tb-,be‘, carrkd .wherb;^^^^ 
mean by .this that i had .hb mifying ideh^ihCimnd when T 
write. Every inyesrigatbt, howeyef imp^ hb^ 3 ^i^sh;his:inV^ri^^^ 
tibn. mbe, must begin /with spffieiproy&ibnal tbesis;m}m^^ 


SUMMARY 

ttuiKi :.was>'.s^piy •- LBis, uiat I had had_ a main responsibility for 
nitiatfig as a Civil Servant, with the encouragement of Lord Woolton, 
ihvexpenment in felationship between the State and industry in war« 
im6. ^This experiment, as a result of the j&ne response of the industry 
ibricerned,. had proved most successful. My Minister had referred to 
t as^an outstanding achievement in supervised self-government. We 
iad biiiided . better than we knew. Our experiment had been widely 
bliowed in wartime, I couldn’t help wondering, therefore, whether, 
dr . other industries and in other circumstances, the same approach 
hi-^t' not; be useful in peacetime. That was my starting point. Such 
hinking as'i have had'opportunity to give to the matter has confirmed 
ifid stren^ened this early view. I think that, as a piece of organiza- 
ioni-this arrangement for the marriage of State and Industry through 
i'frepresentative manufacturers’ organization with State representation 
md AVidi; State, power of firial decision within a specific field, may be 
:ipableri{ making a very useful contribution in the years to come. I 
|ut|ie-idea;fprvyard, therefore, as a main part of my proposals, for 
jonsideration bn’ its merits. 

'..T.'-liave (deliberately sought to limit my consideration as far as 
E^ssible tb:the(question of organization of die relationship of the State 
to Industry;, and to eschew.questions of policy, except in so far as their 
ciiscu^sibnjwas unavoidable. I have expressed no views, for example; 
as. to^j which industries should be nationalized, but I have suggested 
suitable vorgamzation for industries which are to be nationalized. I 
liave'nbLyenfured’ any opinion as to which industries call for closer 
Stete'supemsioh because of restrictive practices ; but I have said that; 
where there 'is a case for this, certain machinery is best calculated to 
steufees^ntial.rapervision with least detriment to enterprise. I would 
expect the ‘industry with whiclul am connected to choose to continue 
the hitefhatiye of fr^ in freedom ; and to be able to demon- 

sb:ate;thhh ,ih the. fullest sense, it has done its duty to the consunier. 

sens^ behalf of that iudustry, which has, iu fact, 
about the views I express. These vieWs 
inUsCstand or fallpii their, merits. Meantime they are my own personal 
5we^a(and^hbuid,-(as ,r,said at the outset) be in no way regarded as 
fcptcserijiing ffibse. of either any particular industry with which I may 
be '0unec^ ;or:£ray-^^^^ df ;which I may be a director. I ihust 

%%®.i®?%i«)fg?t.fpr;ahybriticism. '• ' ■ <.■ 

fi* method of approach may have 

v.ffj^ipb ^.ders^m doubt as"tb the towRich I have been 

seeni desirable, therefore;' eyeh jat 
sbjnejmp^ attemiptto summarize those views now; ■ 

■iof 



■' coHqwisioNs,; 

(j) 

nature er forrii, aud-''v^iietKCT^;^ubHcJy^*or5priyateI£^^^ 
to serve the highe^^ihier^t^df 
ments must .bemeasur^jin relaiionjtpCit^ ibroa^jsua 
and it must be content to ac^t thatsthb^ 

(2) The State must represent tHe'cpmihuM^Teasii 

the organ of the dchiocraticany.elect^ Gbvprhfieiiljyx^cxjy 
within' the -framework: of thelaw,;:ir- 

(3) l^e. State must safeguard; the ;;pr6per;>mterests<b£-;ffiej|]^^^ 
Produc^on cordes before distribution... -Tfie cife'^^^ 

it can be divided. ..In particular, the State';wili‘;'cohtuiu^ 
minimum standards (on,, a progressively ;;risnitvscale);;:lor;tfe 
to be obseryed by all industri^, or by ^j.ehterprisesi/m^ 
industries, as the case may.be! - •• 

(4) Wliile, however, the State isri^dy-';co’nceined tpIay?:d6Mi& 
mum conditions for producers, its view; must-, not . be jiiarrp.w^TP^Iha 
issue alone. It must . ponsider the - weh-beingv^^^^^ 

classes ; tliat is to say, not only the raiikj^d 'file buT.fe 
the managers, the administrators ^ afid.,•ih;pairicu]a^ihat;y^ 
number, in any community who possess (creative a^ili^y:^im^a^M 
vision, courage and; drive ^ in^briefi^thpse wtii^^'in;^ 
organization of society determine the .level of! efficiency'an^^ 
of progress. ^ 

, (5) - Whiie ,safeguardmg. therefore, prpducers}(#|^^ee|;,(4t^^^ 
'exploitatioh,.the State must proyide-coh|itipns wtibh^ 
miim of entemrise. whether o-wnershib- forivth'eStimei;beiDSrfin<?am 



its absolutely.primary objects, .to libeMeic6hstrUctiVeabili1y('fj|?(^i;S^ 
. (6) But production is hot ahiehd in .itseif T itos^^^:^^ 

Production leads to consiunpUpn. ,' Thei^te musTs^-thatilfie^^ 
sumer is safeguarded against^hafni of e^ioitati6n:'m(:rei|B(l^S,su^^ 
matters as quality of goods pf;purity,.df;fdod|,ybjr;fe 
law of ininimum standards<when'(Aese‘‘'arej;sKp\TO((tp,xb^^ 
particularly in-; matters where -the ■cpnsiuhef 5 
possess' the- necessary, expert '-'-lmpw]^ge('-t^;pfpt^tfhimseifi^-^^ 
same way, the Unorganized cohiumef jshoidtiheprpfect^^^^ 
exploitation where, and- whi’ - ol 

freely competitive supplies v 

,,X7) Again, (..however, (the* _ 

should set- nuhimiim; standards :buttif!sH(^dpbt*;^mpet^ 



(tiOh.ofpfpducts.-Ali'pfp^ess.;depehdk'updhffi 
standards'; '"'rA '.mininiiim .Standard (bertiMtsnofeprogfes^lcSadda^^^ 


;A 'itiininiiihqi .-(standard ;i>eriiuts\:6f?p'rpgfess.;-.S"«a^ 

•'. - (o :"-r'V:io4r 


SUMMARY 


tiop leads to dull mediocrity and the removal of all incentive to creative 
ability. Standardization of products in this sense (as distinct, of 
course, from, for example, reasonable standardization of sizes of parts 
in engineering) is, in fact, nationalization without any of the virtues 
of nationalization. - , 

. (8) But when we have dealt with producers and consumers we have 
not covered the full interests of the community. We have dealt with 
individuals in their material aspects. We have still to consider them 
in their most vital aspect as human beings and as citizens. Without 
vision the people perish. Without true democracy, we may become 
. a human ant-hill. Without freedom, we face totalitarianism. We 
must seek so to construct our society as to leave full room for freedom 
in its best sense. 

(9) In the economic field, our normal aim should be to seek the 
means best calculated to secure efficiency and enterprise. If in a 
particular case the facts lead us to the conclusion that this will be best 
achieved by Public Enterprise, let us accept this. Let us, however, 
seek to achieve this in such a way as to decrease freedom as little as 
possible. Let us recognize that, the wider the sphere of State enter- 
prise, ftlie greater the difficulty in practice of securing full freedom in 
certain vital directions. With widespread nationalization, it becomes 
very difficult to avoid some degree of regimentation. One of the most 
'valued of our freedoms is freedom of association. Tliat is the basis 
of Trade Unionism. It is difficult to see how universal nationalization 
could leave a place" for Trade Unionism except in name. An inherent 
freedom lies in choice of occupation an'd of job. It is difficult to see 
how ^universal nationalization could exist in practice (in a country 
whose price level is linked with that of the rest of the world and 
which is dependent for its existence on export trade) without direction 
of labour. Let us therefore accept nationalization where this seems 
the better alternative ; but let us' recognize that in so far as we can 
safeguard the proper interests of producers and consumers in .a system 
of 'enterprise which leaves. freedom of association and freedom of 
choice, we shall, by so doing, best serve our highest interests as 
citizens. In short, outside of certain particular activities, nationaliza- 
tion may be not so much an ideal as a regrettable necessity, with real 
danger to the spirit of man. For this view we are not dependent upon 
u priori reasoning. We can see the results in practice in other 
Countries.. 

(10) "l^ere will be a large and increasing sphere of State activity in 
f^ulating and enforcing the minimum conditions already mentioned, 
there will be, in addition, a Targe and vitally important sphere of, 
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^THE-CONGfcDSIONS 


ecbaoMic 

enterpnser ^ in ^p'articuiat, idut of p^lic^ ,<)^'F^ 

EmoVovmetit; in COniiTnntmn -■onrtv-flin' 



payments/, Ali th&ser.wHJ 
-be dealt ivith ’ by "bur,, admirabk peimaneat Civil, Ser\ace.Cv-ilie 
fomiulatioh of policies, to secure; the adjusbneht of British -mdustr)':tq 
this background without drying up the . springs of Cnterpris‘e.; 4 ?iy 
’ present the most formidable problems, they, are, howevCr, -fbs^bnd 
my present purpose, wMch is concerned with oganization, • ' 

'(li) In addition, to performing these background fuhctiohsr th^ 
State willi however, feel called upon to nationalize at any rate, Certain 
British industries ; that is to say, to go beyond what has in the past 
in this country been regarded as the proper sphere of the State, and 
to undertake the actual operation of industries. The necessity;Tor 
this in certain Cases can be accepted. It is submitted,, bowcyer, that 
there is a wide distinction between activities whichi however, varied^ 
are^in fact an, exercise of govemfnent as such, and on the other .haiib 
the actual conduct of industry/ For the former we have 'an' adntifablc 
and admirably staffed, Government'inachine. For thC fatter We mdsti 
I submitj . br^ new . ground. We must have a hew approCplufe;;® 
would be fatel to attempt to run any ordinary industiy aSfbr,.asJ^rt 
of, a Government Department, for reasons which I have folly 
We shpUld seek to ayoidhs far as possible the evils of “ bureahcraC|-f- 
by •running any, foch industiy as a . Public Corporation, hnder h-fB,d^d. 
of Directprs. acting, as nearly as circumstances periniti not; aS';©|2 
Servants fas u^ally understood) but in the same way-as the-Bbaf’d 
of a nonpublic enterprise; Directors should, in the mam, be appointed 

• for their personal capacity to run industry successfully. 

'State would b'etthe ultiffiate shareholder, the greatest practiiahldde^^' 
of freedom should be extended to the Board, wifom 'certain- :bfo|| 
. directions as, to .aims and principles, and within cferlain broad PuSgets, 
of, capital expenditure^' Day-to.-day Parliamentary coritrbl andjae^fle| 
Treasury contrdl wbiild ’ be fatal to efficiency;' ..^Control jshptild^^^^ 
- rernole thohgh.real rbailure Would be dealt withby the.hbnndlm^ 

• of, c^^nge_-d£:di^eb^s.' 7 '-;:^ 'I '' ■■ 

.-l) (I 2 ) ;For/fcng''bnbdgh,' however,^ by far thergreateh'pd^^bfp^; 
jihOTSti&iractiVity '.wffi-continue under private; bwn'ershi^^ 

•.yi;^l?inlerCStS',;ohthe • c^^ that; the .great^t.practicablej^s^ll 

ot|s^e^-iahd^;ent^rise ' shouldvbe- achieved jit this 

^Staie5sii6ffidjmob;seemv3nerely lp>-tolerafe‘.tMs;_.privkfeCTte^^;b^^^^ 
■ ■ac 0 jtdfeas{jtsb 6 paffoen m* ffie-,msk'"of 

fIob®iiitmW-andim:mM%'''*beptehdard;bf'.Jffe;'bfdtspedp^^^^ 
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:;sDi^A»¥ 

with proper considera- 

liphVfqhfits/emppye^^^^ subject only to over- 

atisi^ the aftermath of war) it should be 
Jgiyen^tiiBi;]a^^^^ measure of freedom. Development 

i;^liQUlciv;h!e%ndbum^ed^^^ such conditions profits should be 

Jr&gafded^:h%arfet of^^^^^ and a measure of contribution to the 

tC'CrS) ,tf,^^ freedom is to be the reward for free enterprise 

■^X^ndering" efficient service to the nation) clearly the State must have 
^Xhhjrigfit atffi itself that in any particular case it 

Jds'free enfeipnserof nature, and not private exploitation dressed 
jnp'asfenterpri^., -If the State is to^be asked to allow private enter- 
f pnsertc);piay';the gaine within Jhe rules, it can claim the right to lay 
■^downmeliules and to'norninate the referee! 

doctrine of “restraint of trade” should 
Xi»:mprej'cleariy d^ in new legislation and the hands of the State 
7^>sti^ngffidhed. .,\The basic principle would be that no arrangement 
^mquldibe "permitted which constituted an effective bar to competition 
^ m ahofadus^^ except to the extent that this could be publicly 

;-defeHdedV^|;.fe the public interests; and tlien only subject to 
liap^rbbnateiqaditiohs ensuring effective supervision. An appropriate 
?^ep|^ehti;df State yyolild: be charged with responsibility for'seeing 
yffiat^the |awiwas':o^ Such Department would have authority 

;;;|q;r]iMnlelarrahgBments by industrial bodies which would otherv\'ise 
v;feii5f:bre|ch:of the law,;6rt such conditions as might be laid down in 
^:';ffi|’h^hcef ;|Ap]qeal'-w lie to the Courts from such a Department’s 
v;dccisidhsf^,%y;y^/yX-;_- ■ 

cg.'Cl^l'jStich';^^ the functions of the State w'ould mean the 

y^setting 'hp'p^ or its equivalent, designed on 

|thq'oneiana)^td ‘advise .iridust^^^ pf the general economic background, 
■:lSnffiqf :the]^lici^^^ in the,. view of the Government, appeared 

to encourage. ah^ assist industries to make the 
;j^‘?^^®sb,ahd>yjhbst efficimt'cQntt ; and, bn the other hand, to. 

‘praciflces’^ ^ appeared, to be contrary to . the 
i:CWq%^ts.;'bf-Xhe-,cdii^ would not be its business to control 

,itt,'such^,degree.-as^ emergency conditions, made this- 
:,yn^^mrjy|or.the;.Ume-b^ oversee restrictive practices. 

■y|X:H|)-.K^dhld; he;e^eiitid^ sucbess Of.:such a'Departnient that 
fX^^’;:^M?!^jf;l|^^staffed’Xy|^^ class of industrial civil servants, 

ylKffiedjin.yinSustna but' capable^ of 

XX%!!^isiwdihgvthe|-^tb^^ -industry, speaking' its language, and 
?ij§h]®.;f!?^-ffieet;iiidusttiSliidministrafOrs--on leverterink' ' = 




X', ^ 

.(17) Industries 

restrictive; arrangements'-and' were; p^urining 
with tie interests -of 'dheeomfhimitj^^^^^^ 

r- ’ V.' > .'-^>•1-' '.’’..'Vi-,.,','':--' .i. -.vrr': I'-i, ‘ -I'’.'! ," .J; 



decide to do likewise.' , _ ^ _ „ ,. , . , 

(18) Each industry sh6^d:have a -Trade,i)^sso6ia^^^ 
character. ’ Such an Association/ idrined.' WthlpljjectVUh^^^^^^^ 

ih any way contrary to la^ dr public policy, wopld^bdSccep^ 
representative body of, the 'industry ; and, peprdedlasl^^ 
channel of communication with the State.; ^ i^ysuitable jS^^^ 
would attend its meetings .when'’^^neces^iy,<,on ■ xequ^^^^^^ 
exchange of views. Such Associations ^ wdidd , be 
suitable National AssociatioUi /•;. . V';-' 

(19) Where, however, an industry is licensed by; the.'^atedoexe^^^ 
certain powers of a restrictive, character ■;(whedieh^'ansmgr;oup 
-request from the industry to limit; excessive competitid^^^^ 

' out of conditions- , external to , the Industry'/^uchHas: .at 

'■licence \that 



Board created for the purpose and according to prinaples'.jldid® 
by'the State that is to say, somewhat oh the lihe.sdf>ph 9 p 
.tune .Associations. Such Board ‘ would be jeompp^'Jma™^;^ 



-more- fepresentatiyes -bf the State drawn ;frbm;:;mejihd^ 
service of the Ministry of Industry. These: Stald^epreseh^fit^^^^ 
would' be entitled to an -overriding vote/ and ohargediwi^^^^^ 

• 'sibility for seeing .that- the powers oT, the :;Bpard ;were":bi^^ 
accordance with the •pfihciples laid dorfe'ahd wifli.due ’repfd 
interests of the cOnmitmty. In ' shOrtiVit^wbuId^^^^ 
'Ereed6in;:'subject,'t0;"1^e^^^^ vSuch' ■StoteSepresbniati'^^^^ 



/>;» uivuMAnx,-. :v' • 


secure tMs end in a vfsiy 
l'<i>.'(a):^r'|>erifetid£'^&.aximim/df.^fl^^ .the 

i;-^; Xii)^^ill ina^&um of- co-operation between -the State and 

■ .'■■-■ . ■■•■.• 

effective method of control to 

thd'SH'te''.4'l’ . ; -' ■ 

i^?(2i)? ;it‘ ^woiild secure- the*-, advantages . of “ self-government of 
indu!^^'’;;' hiir, it’ would same time , introduce the means best 

wid¥ktk*|6?s&tifd^^ was “supervused self-government” 
iihd'etwhidii^e best intere,sts of the community could most effectively 

;:eTh6:propc)mis i hkyet^ are based Upon proved war experience, 
tlihy^" sought :'to draw od . this, war experience' in an approach to peace- 
time ^obleih's^vitbeH^^ cbiisistent with the British genius to 

kav%nce^my4iif.^y. .X the proposals, themselves some 

&^ee.'‘pf ,pfddsidnrsd 4 S to,,^ real nature of the issues 

atising!';' Atvthd;same ,tiihe. J have*t^ it clear that what I 

amSffermgnS; a sketch;^ blue-print. ,No one is more 

dotiSci^s tiiah I that particitiar, 'proposal be tested in practice,- 

arid^mu^ibe^mddified-'UJ :the, ^ 

-•^Buf whatever i’yiew h^ proposal, I am ctm- 

hdrat 'of the idundnessiat^^ This is that we shall only 

buildr.thejbettedBritaih-we aU at one and the same 

time; ?Spcialiju^ee. arid Efficiency; through a., 
fralipa^nershipi df 'theVS^^ based upon the 

r<^^itidn: that;; whatey,^r;ou^fdr^ it is vital that 

we.-'pu^Entei^nse 
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